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RETURN OF THE RAILROADS TO PRIVATE OWNERSHIP. 



Committee on Interstate and Foreign Commerce, 

House of Representatives, 

Wednesday, August 6, 1919. 

The committee met at 10 o'clock a. m., Hon. John J. Esch (chair- 
man) presiding. 

The Chairman. To-day has been assigned for the hearing of those 
who are proponents of the so-called rlumb plan. In what order 
are the proponents to be heard, Mr. Plumb ? 

Mr. Plumb. Mr. Stone, the grand chief of the Brotherhood of 
Locomotive Engineers will speak first, followed by Mr. Morrison, of 
the American Federation of Labor, followed by myself ; and we hope 
that Mr. Garretson will be here during the day. He has not arrived 
or had not arrived at the hotel at the time we left, but we expect 
he will be here as soon as the train gets in. We will be heard in 
the order of Mr. Stone, Mr. Morrison, myself, and Mr. Garretson. 

STATEMENT OF MB. WARREN S. STONE, GRAND CHIEF OF 
THE BROTHERHOOD OF LOCOMOTIVE ENGINEERS. 

The Chairman. Mr. Stone, give your name and address, and 
whom you represent. 

Mr. Stone. My name is Warren S. Stone, grand ohief of the 
Brotherhood of Locomotive Engineers, also president of the Plumb 
Plan League, organized to secure public ownership and democracy 
in the operation of the railways of the United States. I here rep- 
resent 14 organizations of railroad employees, numbering approxi- 
mately 2,000,000 members. These organizations are: Order of Rail- 
way Conductors; Brotherhood of Locomotive Engineers; Brother- 
hood of Locomotive Firemen and Enginemen; Brotherhood of Rail- 
way Trainmen; International Brotherhood of Blacksmiths and 
Helpers of America; International Association of Machinists; Inter- 
national Brotherhood of Boilermakers, Iron Ship Builders, and 
Helpers of America; Amalgamated Sheet Metal Workers' Interna- 
tional Alliance; International Brotherhood of Electrical Workers; 
Brotherhood of Railway Carmen of America; Switchmen's Union of 
North America; Brotherhood of Railway and Steamship Clerks, 
Freight Handlers, Express and Station Employees; Order Railway 
Telegraphers, and United Brotherhood of Maintenance of Way Em- 
ployees and Railway Shop Laborers. 

At the request oi these organizations the Sims bill is before you. 
I speak to you as the voice of 2,000,000 railway employees, and dele- 
gated by them to announce to this committee and to the people of 
this country that they are supporting this measure with all the 
strength and all the unity of purpose that can move so large a body 
of citizens. 
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Joined with me in representing the American Federation of Labor, 
the next speaker will be Mr. Morrison, who adds his 2,500,000 of 
members to this body of railroad men I am speaking for; or, approxi- 
mately, we are speaking for 5,500,000 members. 

In order that there may be no doubt as to what I have said, I have 
tjommitteed it to paper so there can be no mistake about it. 

In the industrial cfevelopment of this country great organizations of 
capital first appeared as employers. Individual workers, following 
the example set by capital, organized as employees. Their purpose 
was to secure better working conditions and a larger measure oi return 
for their labors. The full force of capitalistic organizations has been 
set against labor to hold and to keep all the profits of industry. The 
strength of the labor unions has been exerted to wrest from capital 
some share of the profits for the wage earners. 

This has been a perpetual struggle by the workers to maintain a 
tolerable standard of existence; on the part of capital to amass 
greater profits. At times, both sides could i<more the needs of the 
public. But now the very growth of the labor organizations has 
Drought into their ranks a great mass of the consumers. The large 
number of the wage earners now constitute a large percentage of the 
people. The extension of industry has changed the nature of the 
previous struggle. 

For whatever the worker receives in wages he must spend for the 
necessaries of life. In addition, he is always compelled to pay to the 
employer an excessive profit on his own wages. The cost of his living 
is determined by the 3um he earns, plus the profits he is charged on 
his own labor. And as a group, labor is forever prevented from better- 
ing its lot because of the profits exacted by the employer., The hope 
of a finer life is never realized. So long as consumers are forced to 
pay extortionate profits on their own earnings to a third interest there 
is no solution ol the industrial problem. 

We find that this third interest absolutely controls and dominates 
the management of industry. It fixes wages and controls working 
conditions. It fixes the prices of commodities without regard to the 
needs of society, or the necessities of producers and consumers. We 
have a democratic form of government but an autocratic control of 
industry. 

• We exist under government, but by industry we live. Under such 
a system the majority of a democracy can, through their government, 
enjoy only such rights and privileges as an autocracy in industry 
permits them to receive. This country was peopled by a race who 
sought within its boundaries religious freedom. It was established 
by their descendants through revolution as a land of political free- 
dom. We now demand that it become the home of industrial free- 
dom. . 

This can only be accomplished by extending to industry the same 
right of individual freedom recognized by the founders of our Govern- 
ment in establishing this democracy. The need of mankind for the 
products of industry must be accepted as the basic interest in all 
industry. The right of the worker who supplies that need demands 
like acceptance. This can only be achieved dv permitting producers 
and consumers to share in the control of the management of their 
means of existence. The machinery for attaining this result we 
believe is embodied in the plan outlined in the Sims Dill. 
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Our' belief in the efficacy of this plan is profound. We embrace 
this plan with all the ardor of those who sought political freedom. 
In tins plan we raise the banner of democracy in control of industry, 
we advance to a new crusade with the faith of the Pilgrims, with the 
convictions of the framers of the Constitution, and with the hope of 
America for economic independence. 

The Chairman. Mr. Stone, I noticed in the papers of two days ago 
an announcement signed by yourself and by Messrs. Lee, Shea, 
Sheppard, and Jewell. In that statement these words were used: 

The railroad employees are in no mood to brook the return of the lines to their 
former control, since all the plans suggested for this settlement of the problems leave 
labor essentially where it has stood and where it is determined to stand. 

What was the purpose and intent of that declaration ? 

Mr. Stone. The purpose and intent of that declaration was that 
we were bitterly opposed to the railroads being returned back to the 
old plan of private ownership, with the struggle of organized labor 
to maintain that which it was justly entitled to. 

The Chairman. This committee is giving full consideration to 
every plan proposed by organizations or even by individuals and axe 
giving you the same opportunity. Should the committee not indorse 
the so-called Plumb plan, what would be the action of your organi- 
zations ? 

Mr. Stone. The action of our organizations would be to try to 
create enough public sentiment so that a majority of the membership 
of both the House and the Senate would indorse and pass the plan. 

The Chairman. How would you create that public sentiment f 

Mr. Stone. Through every means at our command, through the 
public press, through our organizations, through every channel that 
was open to us. 

The Chairman. Would you seek to develop it through a strike ? * 

Mr. Stone. No, sir. I am speaking now only for the Brotherhood 
of Locomotive Engineers, of which I am the executive officer. We 
have made no threat of any strike. We have not even asked for an 
increase in wages. We have said to the President of the United 
States that the time had arrived when we could no longer live on our 
present wages, but we preferred a reduction in the hign cost of living 
to an increase in wages at this time. 

The Chairman. I think in that you have struck a sympathetic 
cord. I wish to state from my knowledge of your organization that 
it is one of the conservative organizations of the United States and 
has done much to stabilize wage conditions. If the attitude of your 
organization is not to use the strike power to develop public sentiment 
in favor of the Plumb plan, it would be in accord with your ideas and 
your traditions ? 

Mr. Stone. I do not think that any of these organizations are going 
to strike simply to enforce the Plumb plan. That is not my under- 
standing. I think that some of the organizations are going to strike 
unless tnere is immediate relief, either in increased wages or in a 
reduction of the high cost of living. They did object to the plan 
proposed by the Director General of Railways. 

The Chairman. You mean his recent plan offered last Friday ? 

Mr. Stone. Yes, sir; because we believe it would take too long, and 
the temper of the working people at the present time is such tnat I 
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do not believe they will wait that long, because they can not live 
during that period. 

The Chairman. That is on the assumption that nothing can be 
done by the President, the executive departments, or by Congress in 
creating some material reduction in the cost of living ? 

Mr. Stone. Yes, sir. 

The Chairman. Should that be possible, would these other organi- 
zations that you speak about that are now striking or intend to strike 
withhold their efforts in that direction ? 

Mr. Stone. I am not authorized to say as to that, but I am of 
the opinion that when you bring about a reduction in the high cost 
of living you have solved the entire problem of industrial unrest. 

The Chairman. Have you any concrete suggestion to make to 
Congress for a reduction of the high cost of living, outside of the 
proposed plan that you sponsor? Congress is eager to get sugges- 
tions. 

Mr. Stone. The problem has not been worked out in any concrete 
form. We want to see, first, what the President and the executive 
officers of the administration are going to do. After they have 
failed to solve it, if they do, which I hope they will not, then a solution 
must be found somewhere, and if no one else can solve it — I say this 
in no spirit of ego — I am satisfied the labor organizations can solve 
it for the American preople. 

Mr. Sims. You leave out Congress in enumerating those who can 
solve the problem. 

Mr. Stone. I did not mean to. I believe Congress could solve the 
problem if they would. 

Mr. Sims. Following the President, you mentioned the executive 
departments, or the executive officers, but the executive officers can 
not do anything not authorized by Congress. 

Mr. Stone. I did not mean to slight Congress at all. 

Mr. Sims. I know that; but your statement omitted Congress as 
though it was not to be considered in solving the problem at all. 

Mr. Stone. No; there are many things Congress could do. 

The Chairman. It was for that reason I asked the question: Have 
you and your organizations any concrete suggestions to make to us 
to solve the problem of the high cost of living and do it within a 
reasonable time ? 

Mr. Stone. I think we might be able to offer you many suggestions 
that would help solve the problem, but we do not have them in a 
concrete form at this time. It might be that before we got through 
we would advocate a firing squad for certain people. 

The Chairman. . I saw that suggested in some country of Europe. 
But you say that some of these organizations will not brook delay in 
the solution of this problem, and yet if your organizations have not 
any concrete suggestions to make to Congress, would not that involve 
that Congress ought to have a little time to try to solve these prob- 
lems? 

Mr. Stone. Mr. Chairman, I have no desire to be sarcastic, but 
unfortunately I have a short, sharp way of speaking. I am not the 
diplomat of the organizations. I am simply an executive officer who 
takes 84,000 engineers to bed with him every night; but Congress 
should have known this was coming. The ordinary working man 
knew it was coining months ago, and Congress should have been busy 
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all these months trying to find a solution for it. I realize, Mr. Chair- 
man, that it is the easiest thing in the world to criticize. The man 
we are all looking for is the one who has something better to offer in 
place of it, and yet it impresses me very much that Congress was going 
to adjourn and go away and was going to take their summer vacation, 
reminding me very much of Nero fiddling while Rome was burning. 

The Chairman. So far as this committee is concerned, it did not 
intend to take any recess, and there are other committees who were 
to sit anyhow, recess or no recess, and we are eager to solve these 
problems and we welcome suggestions. 

Mr. Stone. And we are eager to help you solve them. We realize, 
Mr. Chairman, that an increase in wages is only temporary relief. 
Wages are only a relative term. Wages mean what you can buy 
with them, and if the time comes in America when it requires a 
bushel basket full of dollars for the American working man to live 
for 30 days, then a bushel basket full of dollars must be his wages for 
30 days. 

The Chairman. That goes, of course, to the question of the depre- 
ciating dollar. 

Mr. Stone. Prior to the war the dollar was worth 100 cents. The 
purchasing power of the dollar to-day is only 43 cents, according to 
Government reports. 

The Chairman. Of course, that- is due to war conditions and the 
results of the war. 

Mr. Stone. No. 

The Chairman. And inflation caused by the war. 

Mr. Stone. Pardon me, I could not agree with that. 

The Chairman. What is your view ? 

Mr. Stone. It is due to some men who desire to profit and make 
the war an excuse for it; that is, the system of profiteering which has 
developed since the war. Prices are higher to-day than they were at 
any time during the war and there is no excuse ior it. We have in 
the city of Cleveland, if you will pardon me for a concrete example, 
what is called a rot train which is nauled out every day to the Wick- 
liffe yards and dumped into the swamps, and they haul out from 18 
to 25 cars of fruits and vegetables every morning and dump them 
into the swamps. They have not been put on the market for sale and 
have been allowed to stand in the cars to spoil. There is no excuse 
for that kind of work in order to keep prices up. 

The Chairman. That would be a situation subject to the juris- 
diction of your municipality or the State of Ohio. 

Mr. Stone. It is only one of the concrete cases that are happening 
all over this country, Mr. Chairman. 

The Chairman. That is true; and they are very regrettable cir- 
cumstances and ought to be remedied. I agree with you about that. 

Mr. Stone. We nave all been saying for months, Mr. Chairman, 
that these things ought to be remedied, but up to date no one has 
done anything. 

The Chairman. We are no worse in that respect than other na- 
tions, probably. 

Mr. Stone. But, Mr. Chairman, if we can not solve these prob- 
lems here in America, I despair of their solution anywhere else on 
earth. 
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The Chairman. I think we are capable of solving those problems, 
if any nation in the world is capable of solving them. 

Mr. Doremus. Mr. Stone, relative to the vast amount of food 
products that you say are thrown on the dump in Cleveland, what 
would you suggest that Congress ought to do to relieve that situation ? 

Mr. Stone. I want to repeat again, that I have not any desire to 
be sarcastic, but unfortunately I am taken that way; but this is true, 
Mr. Congressman, if this nation of ours, or if the executive power of 
the United States can take my boy and send him abroad, 3,000 miles 
away, to fight for democracy, can limit my food supply and say how 
much I shall have and how much I can have to live on; and can go 
into my private affairs and tax every cent of my property and my 
earnings and my salary, certainly this same power can fix the price 
of the commodities on which I live. 

Mr. Doremus. That is hardly an answer to the question, Mr. 
Stone. 

Mr. Stone. Our municipality in Cleveland says they have no 
authority or power to handle that question. 

Mr. Doremus. You know very well where Congress got its power 
to conscript the Army to fight in the late war. 

Mr. Stone. Yes. 

Mr. Doremus. You know it was the exercise of the war power. 
Now I ask you what can Congress do to relieve the particular situa- 
tion in Cleveland to which you have just referred. 

Mr. Stone. I do not know that Congress can handle that one par- 
ticular question, but Congress certainly has the war power. This 
is industrial war and it is not anything else. Congress certainly has 
the power to fix the prices of the commodities and fix the profits 
that men shall make on the commodities of life. 

Mr. Doremus. I think if you can convince this committee that we 
have the power to do that, we will be very glad indeed to do it. 
That is the way I feel about it. 

Mr. Stone. I do not know whether I have the power, but I wish I 
could convince you to that effect, because I believe we would have 
solved the problem. 

Mr. Winslow. Mr. Stone, I would like to ask you some questions 
for the purpose of clearing up doubts that might exist, whether in my 
mind or some other person's, in order that we can start on right in 
the consideration of this bill and the whole subject. 

Mr. Stone. Yes, sir. 

Mr. Winslow. I agree with you, in the first place, that when it 
comes to the question of the cost of living, we are all interested. If 
there are men who would like to keep up their profits, they are but 
few in number, even if they happen to work great disaster. For my 

Eart, I would be very glad to join you in any purpose to reduce these 
ills for the cost of tiving. 

Will you kindly state what the Plumb League is and why it was 
organized. 

Mr. Stone. The Plumb League was formed by the railroad organ- 
izations to formulate a plan for public ownership and the democracy 
of the control of the railroads of the United States. 

Mr. Winslow. By what persons or organizations? 

Mr. Stone. The 14 organizations that I have just read. 

Mr. Winslow. They are bound together? 
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Mr. Stone. Yes, sir; they have indorsed the plan. Later on it 
was indorsed by the American Federation of Labor. I understand 
that it has since been approved by a number of farmers' associations. 

Mr. Winslow. Has the plan been indorsed by referendum in any 
way or by the officers of the organizations ? 

Mr. Stone. By the officers, with full authority to speak for the 
organizations. 

Mr. Winslow. But not through individual referendum ? 

Mr. Stone. Nfo; it was not necessary under the executive power 
of these organizations. 

Mr. Winslow. Are the men in the brotherhood organizations 
affiliated with the American Federation of Labor ? 

Mr. Stone. In the four railroad brotherhoods they are not affili- 
ated, as yet, but they will be affiliated with the American Federation 
of Labor. 

Mr. Winslow. What part of the 3,500,000 men represented by Mr. 
Morrison, if I am correct in what you said, would be railroad men ? 

Mr. Stone. I can not answer that question, Mr. Winslow. Mr. 
Morrison would probably be able to answer the question. 

Mr. Winslow. Let me put it to you in another way. Are any of 
the 2,000,000 men whom you represent included in the 3,500,000 
men whom Mr. Morrison represents ? 

Mr. Stone. Mr. Morrison includes only a part of the railroad men. 

Mr. Winslow. Would he indicate at this time to you just about 
how many ? 

Mr. Morrison. I can not give you an answer now, but I can get it 
for vou. 

Mr. Winslow. I do not want to bother you with any detail, but I 
should like to know whether or not we have 5,500,000 different indi- 
viduals represented here or whether there is a duplication which 
might reduce that number considerably below that ? 

Mr. Stone. There is no desire on the part of either Mr. Morrison or 
myself to pad our record at all. I think our figures are very con- 
servative. Now that the women have the ballot I am sure that it 
would be seven or eight million. 

Mr. Winslow. I will take it as you give it without any reservation. 
It seems to me it is pertinent based on this representation to know to 
what extent there is duplication in the number, and quite likely you 
will be able to furnish tnat. 

Mr. Stone. We shall be glad to furnish the details of the entire 
question. 

Mr. Winslow. As I remember your statement, you thought that 
in the past the purpose of capital has been to keep all of the profits of 
industry themselves ? 

Mr. Stone. Yes, sir. 

Mr. Winslow. Was that the intent; that is not exact? 

Mr. Stone. That is practically correct; yes, sir. 

Mr. Winslow. Assuming that to be true, for the moment, how 
about the institutions ana the stockholders of institutions during 
that period so common in industry when they have made no profits 
and declared no dividends ? 

Mr. Stone. That might be due to several things. It might be 
due to mismanagement or overcapitalization, which is the common 
fault with many of these organizations. 
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Mr. Winslow. I did not have that part so much in mind as~I had 
that part of your statement that in the past capital hadltaken all 
the fruits. Of course, if any industry runs, whether it isnprofitable 
or otherwise, it has to meet its pay roll, we know that, ancHit seems 
to me that the assertion is a little sweeping unless you are willing to 
allow for those industries which have not accumulated any|capital 
and have not paid any dividends. jfW 

Mr. Stone. Before I would concede that I would want to know 
something about the particular industry or organization, how it 
was capitalized, how it was managed, and whether it paid the stand- 
ard going rate of the territory in a competitive district, and many 
other things that go with it. Labor always suffers whenever capital 
does not get its money. Very few of these organizations are'oper- 
ated in a spirit of philanthropy; they are out for the profit. 

Mr. .Winslow. I guess we are all alike. 

Mr. Stone. I think we are all human. 

Mr. Winslow. We can agree on that as common ground, but I 
do not like it to go that labor is damaged all the time and capital 
is benefited all the time. I do not think that is true. I think that 
capital suffers most of the time whether wisely or unwisely managed. 

Mr. Stone. If you want to go into sociology or political economy, 
then it is a question whether capital is entitled to any return. 

Mr. Winslow. I do not want to go into that, not for the reason 
indicated, but because it would be too long. 

You have used the words commonly used, " demand and insist," 
and I should like to get your interpretation of those words as you 
have used them in connection with your advocacy of this bill. 

Mr. Stone. That is the common phraseology used, that we de- 
mand and insist with all the power at the command of our organiza- 
tion. 

Mr. Winslow. You use those words in the ordinary vernacular ? 

Mr. Stone. Yes, sir; there is no spirit of threat or anything like 
that. 

Mr. Winslow. You also compared the situation of the labor 
unions in this particular, as I remember it, with the Pilgrim Fathers ? 

Mr. Stone. Yes, sir. 

Mr. Winslow. As I remember the situation of the Pilgrim Fathers, 
they dug out when they were not satisfied ; they did not undertake 
to grab the whole country which they came from ? 

Mr. Stone. That is, perhaps, true. There is not any place for us 
to dig out to. We are here and expect to live and have something to 
say about the conditions under which we live. 

Mr. Winslow. I understand that. Will you kindly state what 
you think Congress could have done and when it could have done it ? 

Mr. Stone. 1 would rather not answer that question. I have no 
desire to criticize Congress. I do not want to antagonize any Member 
of Congress at the present time. 

Mr. Winslow. It will be mighty helpful to us for a person repre- 
senting directly and indirectly so manv citizens and presumably 
voters to point out to us on the level and in a friendly way what we 
might have done and when we might have done it and when we did 
not do it. You have made the assertion and I think it is up to you 
to make good. 
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Mr. Stone. I am generally understood to speak straight from the 
shoulder. Congress could have seen this coming months ago. 
Everyone who read the signs of the time knew it was coming, and yet 
Congress has been so busy playing politics for the past few months 
that they have not had time to pay attention to the demands of the 
common people. 

Mr. Winslow. Is that vour answer, really ? 

Mr. Stone. It should have taken some action in regard to the 
high cost of living, instead of talking about it. 

Mr. Winslow. What action ? 

Mr. Stone. It seems to me that if we have not laws enough on 
the statute books — and I think we have plenty of laws — then it is 
up to you or to Congress to put some constructive laws on the statute 
books. 

Mr. Winslow. Assuming that we could have taken action, what 
have you to suggest that we might have done and how might we 
have done it ? 

Mr. Stone. I can not say. I am not a lawyer. It does seem to 
me that Congress could have done something to stop this profiteering 
that has swept over the country, especially since the armistice was 
signed. 

Mr. Winslow. You have made a pretty direct statement that we 
have played politics and have not done things. I want to ask you 
frankly, man to man, person to person, what could we have done 
and when could we have done it ? 

Mr. Stone. You ought to have done it as soon as you got in session, 
taken some steps to control and stop the profiteering. 

Mr. Winslow. What steps could we have taken ? 

Mr. Stone. I am not a lawyer. I am just an engineer out of the 
cab of a locomotive. 

Mr. Winslow. You are a citizen, and have put forward a very 
decided opinion which would seem to have been based on a knowledge 
of the facts. 

Mr. Stone. After we have waited for a reasonable time to see 
what Congress does, then, if there is no constructive plan put for- 
ward I think we will be able to formulate a plan, for the railroads. 

Mr. Winslow. That is in the future to be hoped for, perhaps, but 
to substantiate your statement that we could have done things — 
what could we have done ? 

Mr. Stone. I have no concrete law to propose this morning. 

Mr. Winslow. Suppose Congress had been in the same frame of 
mind after making greater investigation than, perhaps, you have 
made ? 

Mr. Stone. I should say that it was the duty of Congress to formu- 
late some constructive plan. 

Mr. Winslow. Whether they can construct it or not ? 

Mr. Stone. If they could not form a plan of construction, they 
could, perhaps, offer some suggestion. 

Mr. Winslow. They have not been able to. 

Mr. Stone. You are hearing something about the high cost of 
living. 

Mr. Winslow. We have heard that all along; the remedy is 
another question. 

Mr. Stone. We take it for granted that you men are going to 
formulate some plan. 
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Mr. Winslow. If you want to leave that idea with us- 



Mr. Stone (interposing). We are going to help you pass any law 
that you can formulate if it is a solution of the problem. 

Mr. Winslow. Can you tell us concretely what might be done ? 

Mr. Stone. I ha^e many very decided ideas which I do not care 
to express at this time. 

Mr. Winslow. Please do. 

Mr. Stone. I do not know that that has anything to do with the 
case. I am talking about Government ownership of the railroads. 

Mr. Winslow. Iknow; but the fact is you do not come here with a 
suggestion. 

Mr. Stone. If there is not sufficient law to regulate the prices of 
commodities of living then you or some other Member of Congress 
should formulate a law and we will help you put it through. 

Mr. Winslow. We will agree on that. Are you prepared to say 
that there are not sufficient laws ? 

Mr. Stone. No; I am not prepared to say that there are not suffi- 
cient laws if they were enforced. 

Mr. Winslow. Congress may think that there are sufficient laws 
if enforced. 

Mr. Stone. Then the way to do would be to enforce them. 

Mr. Winslow. Shall we go into that question ? 

Mr. Stone. Just as you like. 

Mr. Winslow. I do not think it is germane, but I am perfectly 
willing to go into it. 

Mr. Stone. If it is not germane there is no use to discuss it. 

Mr. Winslow. I do not think it would be a very pleasant thing to 
discuss. 

Mr. Sims. I want to examine Mr. Plumb and Mr. Garretson at 
some length when they come before the committee about the bill. 
Therefore, I will not ask Mr. Stone any questions. I do not want to 
ask Mr. Morrison any questions, but it is not through anv pre- 
arrangement. I do not want to question the gentleman who framed 
this bill and who appeared before the Senate Committee and appears 
for it now, perhaps at more length than, I think, the chairman would 
be willing to yield at this time. 

Mr. Coady. If I understand you correctly, you say that capital is 
not entitled to any return ? 

Mr. Stone. I said that would be a question for discussion. 

Mr. Coady. You said that awhile ago. 

Mr. Stone. I think I said something like that; I can not repeat it. 

Mr. Webster. You said, as I remember, that from the sociological 
standpoint it might be a question whether capital was entitled to 
any return. 

Mr. Stone. Yes. I think yo u will find it so in the minutes. 

Mr. Sanders of Indiana. What is your opinion with reference to 
the question of the Government ownership of coal mines ? 

Mr. Stone. I am not prepared to answer that question. I realize 
that the propaganda is being carefully spread over the country that • 
this is only a move to take over everything. I am simply dealing 
with the question of taking over the railroads, because they are sem- 
public institutions. As to the question of the coal mines, there 
should be some regulation of the price of coal at least. As to whether 
or not the Government at some future time will take over all the 
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natural resources of the country, that is a question for the future. 
I do not think that we should project this several years ahead — I will 
not be here — but probably in the future, 40 or 50 years, we may 
take over all the natural resources. I do not know what the country 
will do. I think the time is coming when they will regulate the 
price of coal so that the people do not freeze in winter so that a few 
men may get rich. 

Mr. Sanders of Indiana. Are you in favor now of a bill in reference 
to the coal mines similar to the submitted bill with reference to the 
railroads ? 

Mr. Stone. I do not think that I would be prepared to approve 
anything of that kind at this time. I would be prepared to approve 
a Sill for the Government regulating the price of coal. 

Mr. Sanders of Indiana. Is there any other industry except the 
railroads to which you think the Plumb plan should be applied ? 

Mr. Stone. Not that we are dealing with at this time; not that I 
am authorized to speak of. 

Mr. Rayburn. Do you believe in a general price-fixing scheme of 
everything by the Government ? 

Mr. Stone. Unless we can find some other solution of the high cost 
of living, it will have to come on the commodities of life. 

Mr. Rayburn. Do you think that we are going to find that ? 

Mr. Stone. I hope so. 

Mr. Rayburn. You have no plan? 

Mr. Stone. Not at this time. 

Mr. Rayburn. I notice here in the statement that Mr. Jewell gave 
out, or an interview rather, on some proposals in the Hines letter, I 
presume [reading] : 

Jewell made it plain that the railroad workers mean business. He said that the 
wage board program, proposed in Congress, could not be accepted. 

Then, this is quoting Mr. Jewell : 

" The railroads will be tied up so tight they will never be run again if that legislation 
is» passed, " he declared after the letter had been presented and the conference had 
ended. 

Do you know the part of the proposed legislation which he had 
reference to ? 

Mr. Stone. No; I do not. While I have no authority to either 
speak for or defend Mr. Jewell, I question very much if he made any 
such statement as that. When a man states that the railroads will 
never run again that is the rankest kind of nonsense, because the 
railroads are goingto run under some plan. 

Mr. Rayburn. The question was whether he made it or not. 

Mr. Stone. That is the sheerest kind of nonsense, because we 
know that the railroads are going to run under some form or other. 
If not in any other way, the Government will open up the lines of 
communication and run them, because the people nave to live. 

Mr. Rayburn. In answer to Mr. Sanders, you were not quite ready 
to say whether or not you believed in the absolute socialization of 
industry? 

Mr. otone. I do not think that we have arrived at that time in the 
history of our country. 

Mr. Rayburn. Do you believe in the socialization of railroads ? 

Mr. Stone. Because they are semipublic institutions and because 
they are something in which the people are vitally interested. 



544 BETUBN OF THE EATLBOADS TO PETVATB OWNERSHIP. 

Mr. Raybubn. You realize that the Plumb plan gpes further than 
the advocacy of the Government ownership of railroads ? 

Mr. Stone. It is Government ownership. 

Mr. Raybubn. That is the question. Of course, you realize that it 
goes further than the Government ownership of a Dost office, or 
instance, where the Government retains absolute control ? 

Mr. Stone. It is the general belief that we have Government 
operation of railroads at the present time, but that is - 

Mr. Raybubn (interposing). You believe in the socialization of 
the railroads ? 

Mr. Stone. I believe in the Government owning the railroads. 

Mr. Raybubn. This Plumb plan goes further than that ? 

Mr. Stone. It goes to a plan for operating the railroads and how 
they will be operated, but the Government owns the railroads. 

Mr. Raybubn. Yes; the Government buys the railroads and turns 
them over to somebody else to operate entirely ? 

Mr. Stone. No. The Government has something to say as to who 
it turns them over to. It provides this board to operate the roads. 

Mr. Raybubn. Who constitutes the board ? 

Mr. Stone. The board is made up of five appointed by the Presi- 
dent, as I recall, five elected from the employees, and five elected by 
the management of the different railroads. I think that is correct. 

Mr. Raybubn. The management of the different railroads ? 

Mr. Stone. Yes, sir. 

Mr. Raybubn. Who will be the management of the different rail- 
roads; it certainly would not be a question of ownership after the 
Government had taken them over ? 

Mr. Stone. It would be the operating officers. 

Mr. Raybubn. And they would also be employees ? 

Mr. Stone. Employees of the Government in one sense, but 
operating them and performing the duties of the railroads with which 
they were concerned. 

Mr. Raybubn. The employees of the railroads would then operate 
them? 

Mr. Stone. Yes, sir. 

Mr. Denison. You said that the Government taking over the coal 
mines was a question of the future and that you felt you would not 
probably be here, but, of course, what is done in this case now before 
us, the plan you recommend, and which if adopted would have a 
great deal of influence on what is done in the future and after you 
are gone, would it not ? 

Mr. Stone. That might be true. If we could show that we could 
operate the railroads under this plan better than they were ever 
operated before and could give the American people better service 
than ever before, it would have a great influence on tne other question. 

Mr. Denison. I have seen in the papers that the coal miners feel 
that they are entitled to an increase in wages, but that they are 

foing to defer their request until after peace has been restored and 
eclared. Now, if they should for the same reasons as the brother- 
hoods demand an increase in wages and ask the Government to take 
over the coal mines, what would be your attitude ? 

Mr. Stone. It would depend largely on the plan and whether or 
not the Government could not reach the same result by fixing the 
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price of coal. You say that the miners feel that they should have an 
increase in wages. Tnere is no reason 

Mr. Denison (interposing). I am not questioning the right to feel 
that way. 

Mr. Stone. There is no reason why the railroad companies should 
buy their coal for $2, $2.10 to $2.40 a ton while the laboring man has 
to pay $7 or $8 for the same coal, mine run. 

Mr. Denison. I would not think there should be. 

Mr. Stone. That is actually what is happening to-day. 

Mr. Denison. What I am trying to get at is tnis : If the principle 
and the policy of this whole legislation is wise, then, for the same 
reason, it would be wise in reference to the coal mines. 

Mr. Stone. I would not say that at tins time. It would depend 
largely on how the plan works out. If it works out as we feel confi- 
dent it will I can realize that it would have a very strong influence on 
the question you ask. 

Mr. Denison. Of course, what would be true of the coal mines 
would be true of all industries that are necessary for the public. Is 
not that true ? 

Mr. Stone. It would probably work out that way in future years. 

Mr. Denison. Do you think it is wise for us now to continue that 
policy of the Government taking over all industries upon which the 
public necessarily depends ? 

Mr. Stone. I would not say that. I think the time has arrived 
when the Government should take over the railroads, and I think 
any other plan which proposes to turn them back simply means 
financial panic and chaos. 

Mr. Denison. What do you mean by that? 

Mr. Stone. I believe that if the railroads were turned back to* 
their private owners to-morrow or next week, a number of the roads 
would be in the hands of receivers inside of .30 days under the present 
financial conditions. 

Mr. Denison. Why? 

Mr. Stone. Because from the way freight has been detoured and 
from the way the railroads hayg been scrambled up to the present 
time, they could not make their fixed charges as guaranteed at the 
present tune by the Government. 

Mr. Denison. Do you think that there is anything that we can do 
to relieve that situation except to adopt the plan that you propose ? 

Mr. Stone. I understand that there have been four plans proposed, 
and, in my opinion, the plan that we propose is the only piece of 
constructive legislation that has been proposed on this important 
question yet. 

Mr. Denison. In case that Congress should not think it wise to 
adopt the plan you propose at this time, could you suggest anything 
that Congress could do that would tend to prevent this pamc and 
receiverships for railroads that you have just mentioned ? 

Mr. Stone. Yes, sir: if you adopt the plan proposed by certain 
interests, you would subsidize all the railroads so that that might not 
happen. 

Mr. Denison. What interests do you have reference to ? 

Mr. Stone. The capitalists, interests that are represented in the 
plan proposed for the return of the railroads to private ownership 
with a Government subsidy. 

129406— 1&— ft 5 2 
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Mr. Denison. Do you remember who proposed that plan? 

Mr. Stone. I can not recall offhand. 

The Chairman. Do you not mean a guaranty instead of a sub- 
sidy ? 

Mr. Stone. It means the same thing. If you guarantee them, it 
is the same thing. It amounts to a subsidy. 

The Chairman. There have been several plans before the committee 
involving the guaranty plan. 

Mr. Stone. Well, I, perhaps, used the wrong word, but that is 
what it means when you come down to every day language. 

Mr. Denison. Do you refer to the plan calling for a guaranteed 
return on the capital ? 

Mr. Stone. Yes, sir. 

Mr. Denison. You do not think that it would be a wise policy for 
the Government to adopt any plan that would guarantee any return 
on the capital invested, do you ? 

Mr. Stone. I would not say that, but I do not see any more reason 
why capital should be guaranteed a return than that labor should be 
guaranteed its return. For example, the Federal administration 
agrees that in order for these men to live and have the same pur- 
chasing power for the dollar, they would have to have approximately 
a 25 per cent increase in wages; yet, they say that if tney were to 
make it, it would mean a deficit and that they would have to come 
to Congress for the passage of a deficit bill. Now, Congress has 
already passed a deficit bill to take care of the guarantee to the 
capitalists who are guaranteed 6& per cent on the cost of operations. 

Mr. Denison. What would you think of the proposition of guaran- 
teeing capital a return of 4 per cent and guaranteeing the laborers 
their present wages ? 

Mr. Stone, "rresent wages" is only a comparative term. It 
depends upon what you can buy with the present wage as to whether 
the present wage is adequate, or not. 

Mr. Denison. That would be true, also, of capital, would it not ? 

Mr. Stone. Not necessarily. 

Mr. Denison. The value of capital differs at different times. 
Sometimes it may be entitled to a return of 4 per cent, at another 
time to a return of 3 per cent, and at another time to a return of 5 
per cent. 

^ Mr. Stone. Yes, sir; that, of course, would differ at different 
times. It may depend upon how many risks they take, and, also, 
upon how much the capitalists have capitalized the clear sky and a 
few other things that go with it. 

Mr. Denison. Do you not think that the same principle that is 
being urged here should be applied to all of the public utilities ? 

Mr. Stone. I do not at the present time. 

Mr. Denison. Why not ? 

Mr. Stone. I do not think we have arrived at that time in the 
history of our country. 

Mr. Denison. Why do you think we have arrived at that time so 
far as the operation of the railroads is concerned, but not with respect 
to any other public utility ? 

^ Mr. Stone. Because there are more men involved at the present 
time in the operation of the railroads, and because the railioads are 
semipublic corporations, anyway. 
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Mr. Denison. But that applies also to electric-light plants, street 
railways, and to all public utilities. If that is true, tnen the only 
difference is that more men are employed in the operation of the 
railroads. 

Mr. Stone. No, sir; I would not say that. 

Mr. Denison. Then why do you think that that time has arrived 
in the history of the country so far as the railroads are concerned? 

Mr. Stone. Because we realize that under the present conditions 
the railroads can not continue with this steady spiral climbing in 
wages and other costs. If that continues, then something must be 
done. 

Mr. I?enison. Is not that true of other industries ? 

Mr. Stone. I am not as familiar with other industries as I am with 
the railroad situation. 

Mr. Denison. But you are familiar with the industrial conditions 
all over the country ? 

Mr. Stone. In a general way; yes, sir. The time may come — and 
I do not know what will happen — but the time may come when the 
Government «will control all of the natrual resources of the country 
and will not allow any man or set of men to control them. 

Mr. Denison. Of course, as you understand, Congress must act in 
this emergency arising out of the high cost of living, and it is one upon 
which it must act from the point of view of all laborers and not simply 
of the laborers on the railroads of the country. 

Mr. Stone. I do not claim for a minute that the solution of the 
railroad problem will solve the problem of the high cost of living 
for all of the American people. They are separate and distinct 
problems. 

Mr. Denison. That is what we are interested in, and if, in the 
interest of the American people, you have any suggestions to offer 
along that line, I am sure they would be welcomed. 

Mr. Stone. We will be glad to furnish you with some concrete 
suggestions later on when they have been worked out by the different 
labor organizations, if, in the meantime, you do not furnish a solution 
for it yourself, or if the present administration does not find a solution 
for it. I am anxious to see what the President's suggestions will 
be when he appears to-day, as I understand he is coming before you 
to-day. 

Mr. Denison. You do not care to offer now what you have in 
mind? 

Mr. Stone. No, sir; I do not wish to offer any suggestions in regard 
to that until it has been taken up with all the other organizations, 
I would like to do that before offering any precise plan. 

Mr. Coady. You stated a while ago in answer to a question by Mr, 
Denison that the railroads paid far less for coal than domestic con- 
sumers. 

Mr. Stone. Yes. 

Mr. Coady. Is it not true that the railroads buy run of the mine 
coal ? 

Mr. Stone. That is all anybody else is getting. 

Mr. Coady. Does not the consumer have to pay the freight on the 
coal? 

Mr. Stone. Yes, sir. 
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Mr. Coady. And the terminal charges and cost of handling to his 
home in the big cities. Does not that account for the difference ? 

Mr. Stone. No, sir; it is true that he pays all of those charges, but 
that does not account for the difference. 

Mr. Coady. Does he not buy lump coal ? 

Mr. Stone. There is no such thing at the present time. There is 
no such thing now as lump coal. It is nothing but run of the mine, 
and half of it is dirt. 

Mr. Denison. Is that true all over the country, that the coal 
mines are turning out half dirt and half coal ? 

Mr. Stone. Tnat is what we are buying at the present time in 
the cities. I do not know where it gets in 

Mr. Denison (interposing). Do you want this committee to under- 
stand that the coal purchased at the coal yards is half coal and half 
dirt? 

Mr. Stone. Yes; that is what I said. 

Mr. Coady. What is the freight from the mine to the big cities ? 

Mr. Stone. Somewhere between 90 cents and $1.10 per ton. 

Mr. Coady. Do you know what the terminal charges »are ? 

Mr. Stone. From about $2 and $2.50 per car up to $3 per car, 
carrying 50 or 60 tons. 

Mr. Coady. It costs something to unload it at the yards and deliver 
it to the homes of the consumers/ 

Mr. Stone. Yes; it costs something to deliver it to the homes of 
the consumers, but I do not believe that it costs $5 or $6 per ton. 
Prior to the war we bought the same coal for from $3 to $3.25 
per ton, and now we have to pay $7.50 and $8 per ton. Now, I do 
not believe that the miner gets all of that. I know that the cost of 
mine labor has not increased that much. 

Mr. Montague. How much have the wages of mine workers 
increased ? 

Mr. Stone. They have increased, but I can not tell you exactly 
' how much. But they have increased. 

Mr. Montague. Do you think that under your plan there would 
be an increase of wages ? You desire an increase of wages, do you not ? 

Mr. Stone. Under the plan proposed here there can be no increase 
in wages except as we show profits on the efficiency of the employees. 

Mr. Montague. Suppose you do not show any profits ? 

Mr. Stone. But we are going to show profits. There is no argu- 
ment about that, because we are going to show them. We know 
that we can show profits. From our viewpoint that is not a question 
for argument at all, because we know that we can show profits. 

Mr. Montague. I think there is a very serious question as to 
whether you should not get other people's viewpoints on that subject. 

Mr. Stone. If they give us a chance to make a practical demon- 
stration of it, I know that we will convince them. As you know, 
Congress would have the power to revoke the charter at any time 
and change the plan again. 

Mr. Coady. Do you think you could show a profit at the prevailing 
rates ? 

Mr. Stone. Yes, sir. We are basing our whole hope of the future 
on being able to do that, at any rate. 

Mr. Montague. On all the roads ? 
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Mr. Stone. We would make profits on the railroads as a whole, 
but I am not speaking for any particular road. As to a road built 
for strategic purposes, or in order to hold some territory, or a road 
leading from nowhere to nowhere, we probably could not show any 
profits on that particular road, but we are speaking of the Govern- 
ment railroads as a whole, and not of some particular line. 

Mr. Sims. You mean the railroads operated as a single plant? 

Mr. Stone. Yes, sir. 

Mr. Montague. To what do you think the present high cost of 
living is chiefly attributable? 

Mr. Stone. To the system of profiteering that has grown up during 
the war, and to the fact that everybody has ceased to talk about cents 
and dollars. We do not talk of anything but millions. 

Mr. Montague. Do you know of anybody who is not trying to get 
everything that he can out of the war? 

Mr. Stone. No, sir; I know of some people who got more than any 
man's fair share. 

Mr. Montague. I was asking as to the fact, and not for any justifi- 
cation of the fact. Did you notice what term I used — " everybody" ? 

Mr. Stone. No, sir; I do not know of anybody that has not been 
getting all that he could get. 

Mr. Montague. Except the soldier who fought in Europe. You 
do not think that he got all that he was entitled to ? 

Mr. Stone. They did not get half what they were entitled to, 
but somebody got what they should have had. 

Mr. Montague. Do you think that, with the process of each man 
getting all that he can that we can ever reduce the cost of living ? 

Mr. Stone. It is a continuous cycle, with the cost of living keeping 
about two jumps ahead of wages and with wages never catching up. 

Mr. Montague. Suppose taej should catch up, would it stop then ? 

Mr. Stone. No, sir : because if we got an increase of 55 per cent 
in wages to-morrow, they would raise tne prices that much more. 

Mr. Montague. Suppose you got an increase in wages of 25 per 
cent to-morrow, and after two years the cost of living was reduced 
50 per cent, would you be willing to reduce wages ? 

Mr. Stone. If you could show the men that they could stand 
that much 

Mr. Montague (interposing). Do you think that the wages would 
ever go back ? 

Mr. Stone. Of course, we know that human nature is very much 
the same the world over, and everybody wants to keep everything 
that he can. The great trouble when we commence to talk about 
the cost of living is that they want to measure the standard of living 
in some locality here with the standard of living of some foreigners 
who come over here, and there is absolutely no comparison. 

Mr. Montague. I agree with you about that. 

Mr. Watson. Directly after the Civil War. all of the commodities 
were higher in price than they are now. Do you know how they 
were reduced ? 

Mr. Stone. I was only a boy then, but I recall that there was a 
panic later on. 

Mr. Watson. I do not think it was immediately after the war. 

Mr. Stone. No, sir; but it was three or four years after the war. 
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Mr. Watson. Will not American history repeat itself ? I do not 
think that the panic came until 1873, and prices were very much re- 
duced in 1873. Tea was 80 cents a quarter of a pound and calico was 
60 cents per yard. Do you know how they were reduced ? 

Mr. Stone. Probably they did not have profiteering down to as 
fine a system as they have now. That is one thing. 

Mr. Watson. Do you think that civilization has advanced since 
then? 

Mr. Stone. In many ways. 

Mr. Watson. In profiteering ? 

Mr. Stone. Yes, sir; I think so. There is no question about that. 

Mr. Watson. Do you think that the philosophy that reduced the 
prices of commodities after the Civil War would not be as true in its 
application now ? 

Mr. Stone. If that were true, I would suggest that Congress put 
that same philosophy into effect at once. 

Mr Watson. It is in effect now. 

Mr. Stone. Then it has failed to function properly. 

Mr. Watson. If that were true, Congress would not be required 
to take any action whatever upon the question of the reduction of the 
prices of commodities. 

Mr. Stone. Gentlemen, I want to say one thing to you — -— 

Mr. Watson (interposing). Congress did not take any action then, 
as I recall. 

Mr. Stone. I want to say this to you, and it is not in a spirit of 
threat that I make the statement that unless Congress or someone 
finds a solution of this problem within the next few months — and I 
do not mean in two or three years, but within the next few months — 
you are going to see the worst time that we have ever seen in this 
country, because the people are not going to fold their hands and sit 
themselves down while starving, but they will die fighting. 

Mr. Watson. Would not the solution of 1864 satisfy the people of 
to-day ? 

Mr. Stone. I do not know whether that solution would work or 
not. I can remember the Civil War, although I was only a young 
boy, but I can not remember it well enough to know what the plan 
was. 

Mr. Watson. But it is a matter of history. 

Mr. Stone. Yes, sir; and history is largely what those who write it 
make it. 

Mr. Sweet. How much have the wages of railroad men increased, 
taking the prewar period as the basis? 

Mr. Stone. Approximately about 37 per cent, and the cost of 
living has increased about 82 per cent in the same time. 

Mr. Sweet. And the purchasing power of the dollar has decreased 
about 40 per cent. 

Mr. Stone. Forty-two per cent, according to the Government 
reports. 

Mr. Sims. I would like to ask you one question: Do jrou know 
whether, or not, the owners of the mines have decreased or increased 
the royalties that they were receiving before the war, or are they 
receiving anything over what they were receiving before ? 

Mr. Stone. I do not know, but I can easily get that information. 
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Mr. Merritt. Of course, I agree with you, Mr. Stone, that the 
fundamental question here is the question of the cost of living. Now, 
all of us agree that the present condition of the world has never been 
exampled before. The world war has resulted in a tremendous 
increase of consumption and a tremendous decrease of production. 
That is right, is it not? 

Mr. Stone. Yes, sir. 

Mr. Merritt. Now, is not that the fundamental reason for the 
great increase in the cost of food ? 

Mr. Stone. No, sir; I do not think so. 

Mr. Merritt. You do not think that the question of supply and 
demand has anything to do with it? 

Mr. Stone. That nas something to. do with it; but, for example, 
I saw the proprietor of my hotel buying vegetables this morning. 
He was paying $3.50 for a bushel of tomatoes. All of us know that 
tomatoes are plentiful in the month of August, and last year he was 
paying 40 cents per bushel for them in August. Now, I know that 
there is a plenty of tomatoes rotting in the fields for want of a market. 
The same thing is true of shoes. It is said that shoes are going to 
$20 per pair. It takes three square feet of leather to make a pair 
of shoes, I am told, and 30 days ago it was worth 50 cents per square 
foot, while to-day the price is $1.50 per square foot. Yet I can 
show you out in the western territory that there are thousands of 
dry hides piled up as high as box cars, all along the way, that they 
can not get a bid for. It is not a question of supply and demand, 
because those dry hides are there and are not used. 

Mr. Merritt. There is a tremendous demand now for all food- 
stuffs. 

Mr. Stone. Yes, sir; that is true. 

Mr. Merritt. Ajad the people who own those foodstuffs naturally 
get the going price for them. 

Mr. Stone. They get all they can for them. 

Mr. Merritt. Your remedy for that is a general system of price 
fixing? 

Mr. Stone. It will have to be. If we could regulate those prices 
during the war, and we are practically under war conditions now, 
there is no reason why we could not regulate them now. 

Mr. Merritt. Do you think that the war regulation of food prices 
was successful ? 

Mr. Stone. To a great extent; yes, sir. I think that is the only 
way we could have gone through the war with the supplies that we 
had. 

Mr. Merritt. That involved, not only the fixing of prices, but the 
guaranty of prices to the producer ? 

Mr. Stone. Yes, sir; and speaking of wheat, if they were to take 
the price off of wheat to-day it would go to $3 per bushel. 

Mr. Merritt. Would that tend to show that price fixing during 
the war was effective ? 

Mr. Stone. Price fixing, so far as flour is concerned, had nothing 
to do with it. At the present price of wheat flour should sell at $10 
per barrel, but by the time it goes through the retailer and is sold in 
small quantities it is sold at $16.50 per barrel. 

Mr. Merritt. Then, is it your view that the real profiteers are the 
retailers ? 
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Mr. Stone. No, sir; I would not say that. It is all the way down 
the line, and one of the great problems now before us is that of 
bringing the producer ana the consumer closer together without 
having so many middle men. 

Mr. Merritt. If, in process of time, when we begin to produce 

•eater quantities of food and other necessaries, there should get to 

>e a surplus all around the world, do you not think that that would 
have an effect in cutting down prices « 

Mr. Stone. It would, unless some few individuals got a corner on 
the commodities, as it appears they have at the present time. 

Mr. Merritt. Do you know of any " corner" which has succeeded 
in the end ? 

Mr. Stone. Well, the "Big Five" packers seem to have succeeded 
fairly well for the last year or two so far as the price of meat is 
concerned. 

Mr. Merritt. I do not think we have 

Mr. Stone (interposing). It must be, when beef cattle are selling 
at 12 £ cents per pound and beefsteak is selling at 40 cents per pound. 
The farmers do not get all of it, nor do the stock growers get it. 

Mr. Merritt. That, of course, is a complicated question. What I 
was going to say was that it seems to me that it is a question that is, 
at least, worthy of consideration by you gentlemen and by all citi- 
zens, whether the present condition of prices is not the result of 
world conditions which, when natural law, as Mr. Watson suggested, 
becomes operative, will be controlled. I am about in your class as to 
age, and I can remember when the Civil War was just over. I know 
that prices then were higher than they are now, and I know that 
through the operation of natural law they came down. Now, of 
course, this World War produced world sacrifices, and we are getting 
our share of them. 

Mr. Stone. We are coming back to the same fundamental prin- 
ciple. People have to live. Yesterday's press reports carried a news 
item to the effect that so many million children — I do not remember 
the exact number — were going to bed hungry every night. 

Mr. Merritt. That is an easy thing to say. 

Mr. Stone. It is an easy thing to say, and, perhaps, to prove. 

Mr. Montague. In America? 

Mr. Stone. Yes, sir. I read an item in a Baltimore paper or 
Washington paper yesterday saying that 3,000 school children in 
New York City went to school every morning without their breakfast. 

Mr. Merritt. That particular statement was made several years 
ago, and it started a movement for providing school lunches, but 
investigation showed that the allegation was not true at all. 

Mr. Barkley. Is your plan for the permanent solution of the 
railroad question based upon the temporary conditions that now 
exists with respect to the cost of living, or is it a long-thought-out 
plan which has no connection with the present exigency ? 

Mr. Stone. We had been thinking and working on it long before 
the railroads were taken over for Government operation and then we 
finally came to the crisis at the present time I think it is the 
solution for one phase of the high cost of living. I do not undertake 
to maintain for a minute that the adoption of the Plumb plan will 
solve the problem of the high cost of living. That is something that 
affects every man, woman, and child in America to-day. 
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Mr. Barkley. Do you think it would be safe to adopt as a perma- 
nent plan for the operation of the railroads a plan based merely upon 
the present situation with reference to the cost of living? 

Mr. Stone. No, sir; not based upon that alone, but it is offered as a 
solution of the whole question of Government railroad operation. 
There are two separate and distinct questions, but one has a bearing 
upon the other. There is a tendency to confuse the two questions 
■ together, or to confuse this with the Government control of com- 
modities. The adoption of the Plumb plan will not solve the problem 
of the high cost of living, but it will be one of the agencies that will 
help to solve it. 

Mr. Montague. Will there be any reduction of railroad rates ? 

Mr. Stone. Under our plan ? 

Mr. Montague. Under any plan. 

Mr. Stone. Not at the present time, but I believe that if our 
plan was adopted, it would eventually result in a reduction of rates. 

Mr. Montague. What do you mean by "eventually" ? 

Mr. Stone. As soon as we got the plan to working and got some 
teamwork, which is vitally needed at the present time, we would get 
better results. 

Mr. Montague. How many years, would you say, before there 
would be any reduction of rates ? 

Mr. Stone. I would not undertake to say. It would depend largely 
upon local conditions. One thing is sure, and that is that there 
would be no increase in rates unless the rate-making body said it 
was necessary, because the Interstate Commerce Commission would 
have the same power under our plan that it has at the present time. 

STATEMENT OF MB. FRANK MORRISON, SECRETARY OF 
THE AMERICAN FEDERATION OF LABOR, A. F. L. BUILD- 
ING, WASHINGTON, D. C. 

Mr. Morrison. Mr. Chairman and gentlemen of the committee, 
I am here representing the American Federation of Labor to testify 
that it stanas behind labor's stand for the reorganization of the 
railways. 

At the convention of the American Federation of Labor at Atlantic 
City, on June 17, 1919, the following resolution, whi<ih was intro- 
duced by representatives of the International Association of Machin- 
ists, the Amalgamated Sheet Metal Workers' International Alliance, 
the International Blacksmiths and Helpers, the International Broth- 
erhood of Boilermakers, the Switchmen's Union, the United Brother- 
hood of Maintenance of Way and Railroad Shop Laborers, and the 
Brotherhood of Railway Clerks, was considered: 

Whereas there is now pending before the American people and their representatives 
in Congress the political solution of the railway problem; and 

Whereas every human and industrial activity, the life of every community, and 
the happiness and prosperity of every citizen are dependent upon the solution of 
thisproblem; and 

Whereas it is demanded by the private owners of these properties as the condition 
on which they will resume the control and operation thereof, that the people of 
America guarantee them privileges which they have not heretofore enjoyed, to wit, 
the right to earn a guaranteed return of the property investment account of the rail- 
way companies; and 

Whereas such a guarantee would make valid as a direct obligation of the people 
of the United States all fictitious securities, stock dividends, and discounted bonds 
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issued by the railroads without consideration and representing no service to the 
American people; and 

Whereas in order to make good such guarantee, rates must be raised far in excess 
of the level now fixed, or, in default of such increase in rates, wages must be reduced 
far below the level now fixed, or both; and 

Whereas there has been presented to the Senate Committee on Interstate Commerce , 
and will shortly be introduced in Congress the plan for a reorganization of this industry 
originating with the railway employees; and 

Whereas labor's plan so presented provides for immediate public ownership of these 
properties, the production of every honest dollar actually invested, and the assurance 
of an adequate return on such investment without any increase in rates; and 

Whereas labor's plan provides for joint control of the industry through a board of 
directors representing equally the wage earner, management, and the public; and 

Whereas, said plan guarantees to the public the protection of its interests in procuring 
ultimately service at cost, and at the same time secure to the wage earner a fair share 
of the profits produced by his skill, efficiency, and economy; and 

Whereas labor's plan provides for the full protection of all the rights and privileges 
of the wage earners as a class without invading the rights of any other classes of society 
and at the same time throws wide the golden gate of opportunity for the full develop- 
ment of the powers of initiative, inherent to every individual: Now, therefore, be it 

Resolved by this Thirty-ninth Convention of the American Federation of Labor, That 
we hereby approve, indorse, and adopt the plan for tne reorganization of the railway 
industry presented to the Senate Committee on Interstate Commerce on behalf of the 
railroad employees represented by the following organizations: International Associ- 
ation of Machinists, Brotherhood of Locomotive Engineers, Brotherhood of Railway 
Carmen of America, International Brotherhood of Blacksmiths and Helpers, Inter- 
national Brotherhood of Electrical Workers, Brotherhood of Railroad Trainmen, 
Switchmen's Union of North America, Brotherhood of Railway Clerks, Brotherhood 
of Locomotive Engineers and Enginemen, Sheet Metal Workers, International Order 
of Railroad Conductors, Order of Railroad Telegraphers, United Brotherhood of Main- 
tenance of Way and Railroad Shop Laborers, International Brotherhood of Boiler- 
makers, Iron Shipbuilders and Helpers of America, by A. B. Garretson, grand chief 
of the Order of Railroad Conductors, and Glenn E. Plumb (their counsel); and, be it 
further 

Resolved, That we hereby pledge ourselves to use every legitimate endeavor to pro- 
mote the enactment of this plan into law. 

The resolution committee submitted the following report on the 
above, which was unanimously adopted: 

With reference to the subject matter contained in the executive council's report 
and in the above resolution, your committee, in submitting a declaration in favor of 
ownership or control of railroads by the United States Government, recommends that 
inasmuch as the details connected with the same are at present in a formative stage, 
the subject matter be referred to the executive council with instructions to cooperate 
with the organizations representing the railroad employees. 

President Samuel Gompers, of the American Federation of Labor, 
accepted the honorary presidency of the Plumb plan league organized 
among the rank and file of the 14 railway national and international 
orgai&ations and generally among the organizations affiliated with 
the American Federation of Labor to carry to the public and to 
Congress the principles of the plan now embodied in the Sims bill 
which has been indorsed by the chief executives of the 14 railway 
organizations. 

In all discussions of this (juestion it would be well to bear in mind 
that quasi-public corporations are created for service and not for 
profit. A long line of decisions, from the Supreme Court of the United 
States down, nave invariably held that the fundamental purpose of 
these corporations is to serve the public and that they are only entitled 
to a fair remuneration. 

Hardly anyone will deny that under private management the rail- 
roads have been financial footballs and that they have been directed 
by interests whose wreckage of numerous railroad systems is common 
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knowledge. This wreckage has been accompanied by a debauching 
of legislature and other political activity that tested democratic 
institutions. 

The times call for new arrangements in the management of proper- 
ties that are only made possible by the public's consent. 

The passage of the Sims bill will reestablish the theory that rail- 
roads should be operated for public service rather than for private 
^ profit. 

Aside from the application of democracy in these properties, and 
their handling by practical railroad men, the Sims bill will squeeze all 
fictitious value out of these properties. This will affect living costs 
^ and reduce charges the public must now meet, for then it will no 

longer be necessary to compel the railroads to earn dividends on mil- 
lions of dollars of watered stock. 

Gentlemen, that is the message which I bring to you from the 
American Federation of Labor upon this question. 

We represent about 3,700,000 members who have paid, and with the 
members that have not paid it would take us up over the 4,000,000 
mark, and with the brotherhoods asded to that, I am safe in saying 
that that represents fully 4,700,000 organized workers, and the 
American Federation of Labor claims that they also represent the 
unorganized workers of this country, because there is no other body 
that can speak for them. 

So in bringing to your attention the indorsement of this pain we 
hold that it is the indorsement of the wageworkers of the country. 

I might add that the convention of the American Federation of 
Labor declared for Government ownership of railroads; that is, the 
executive council did, and when it came to the convention this plan 
was introduced, and the convention decided that the Federation would 
cooperate with the wishes of the workers that this law would affect. 
My understanding is that the question of Government ownership, the 
prevention of the railroads from going back into private ownership, 
was voted upon by the membership of the organizations affiliated with 
the American Federation of Labor. 

The Chairman. Mr. Morrison, you believe in the socialization of the 
railroad systems of the United States through public opinion as 
expressed through Congress ; is that right ? 

Mr. Morrison. Through Congress ? 

The Chairman. Yes. In other words, if you are going to get it, 
of course, it has to be through an enactment of Congress; is that 
right ? 

Mr. Morrison. Oh, yes. 

The Chairman. What method do you think would be proper to 
develop that public sentiment which would bring about, through 
Congress, the socialization of railroads ? 

Mr. Morrison. That was expressed very fully by Mr. Stone — 
through any method that can be used to convince the people of this 
country that this course is necessary to be taken. 

The Chairman. That is to say, it would be an appeal to reason; 
is that right ? 

Mr. Morrison. Labor organizations never do anything else. 

The Chairman. They would not use duress of any character ? 

Mr. Morrison. That is not a part of the plan of the labor organiza- 
tions. 
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The Chairman. The American Federation of Labor has always 
insisted, as I understand it, in not organizing a political party to 
carry out its plans and purposes ; is that right ? 

Mr. Morrison. The position that they have taken in the past 
has been that they are partisan to a principle but not to a political 
party. We have men who are favorable to our legislation in all 

Earties, and we have supported them. If a man is a Republican and 
as stood for the measures we wanted, he was supported. If he 
was a Democrat, the same course was pursued. 

The Chairman. And you will doubtless continue in that policy. 

Mr. Morrison. That is the policy that has been in operation since 
1897, and the action of the last convention indicates that still is the 
opinion of a majority of the delegates representing the affiliated 
organizations. 

The Chairman. Notwithstanding the fact that there have been 
attempts to organize labor parties within recent months. 

Mr. Morrison. Notwithstanding that fact ? 

The Chairman. Yes. 

Mr. Morrison. There is the right of a central body or a State body 
to nominate an independent to run against either of the old parties 
or even to start a labor party in a city or State. That is within the 
province of the States, but the American Federation of Labor takes 
the position, or stands on the proposition, that they are a non- 
partisan organization. We vote lor our friends irrespective of party 
affiliations, and we have been very consistent in that course. 

The Chairman. So that in case this Plumb plan is not adopted 
by Congress during the current session, or possibly next winter, it 
would be the effort of your organization to secure the adoption of 
that plan by one or the other or both of the great political parties 
next year ? 

Mr. Morrison. By both of them. 

The Chairman. I said by one or both. 

Mr. Morrison. Yes. 

The Chairman. And in that way submit your proposition to a 
national referendum; is that your thought ? 

Mr. Morrison. What do you mean by a national referendum ? 

The Chairman. If it is put in as a plank of a party platform, to 
that extent it is submitted to a referendum. 

Mr. Morrison. Yes. You mean we would go before the two great 
political parties or three if you happen to have a progressive party 
again? 

The Chairman. Yes. 

Mr. Morrison. And get them to endorse it. 

The Chairman. As you have done on other measures. 

Mr. Morrison. That would probably be the course that would be 
pursued. 

The Chairman. That would be the peaceful and the American and 
the constitutional method of procedure, would it not ? 

Mr. Morrison. That is the procedure that labor organizations 
follow as exemplified by the American Federation of Labor. 

Mr. Barkley. Suppose both political parties should put this 
plank in their platforms, how would you Be able to tell, both not 
teing able to win, which represented tne sentiment of the American 
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people; or suppose that neither put it in their platform, how would 
you be able to estimate the opinion of the American people on that 
subject. 

Mr. Morrison. Well, if they both put it in their political platform 
we would feel that the conventions believed that the people wanted it. 

Mr. Barkley. So that whichever party one you would think it had 
been indorsed by the people of it was in their platform. 

Mr. Morrison. Well, political parties do not win on one issue. 

Mr. Barkley. That is what I was leading up to. 

Mr. Morrison. At least I have found that to be true. 

Mr. Barkley. In other words, what I suppose was in Mr. Esch/s 
mind was what is the best way to get an expression from the American 
people upon this very important and unique plan which has been 
proposed by Mr. Plumb and your organization; and as you state it, 
no one plank in any platform ever wins an election or very seldom 
wins an election, so that if you are planning, in the event this bill 
should not pass at this session, or in this Congress, to secure a sort 
of referendum from the American people on the subject, how are you 
sure that you secure that by appealing to the platforms of political 
parties. 

Mr. Morrison. Well, if we secured it, I do not know that we 
would bother very much as to just who was responsible for it. You 
understand what I mean ? 

Mr. Barkley. Yes. 

Mr. Morrison. Both parties would probably claim it, and all 
those who voted for it, their votes would show where they stood, 
and those who voted against it, their votes would show their con- 
stituents where they stood. The representatives in Congress usually 
know pretty nearly what their constituents want and I think they 
try to carry that out as near as they can. 

Mr. Barkley. If no political party indorsed this plan or included 
it in their platform, what method would you then suggest to obtain 
the consensus of the American peopled opinion on the subject. 

Mr. Morrison. Well, the labor organizations would jimply carry 
an educational campaign among their members to an extent that we 
hope would influence their representatives. 

Mr. Barkley. And they would do that in the same manner which 
they have adopted heretofore in the spreading of information con- 
cerning legislation which they desired. 

Mr. Morrison. Yes, sir; we would circularize our people with the 
information we have got and allow them to judge whether that was 
what they wanted. We use no coercion on our membership. 

Mr. Sims. I would like to ask just one question in that connection. 
Mr. Morrison, I do not suppose you intend that the impression should 
go out that in order to obtain national legislation favorable to this 
plan that either one or both of the great national political parties 
should make it a part of 'their platform? You do not mean to imply 
that one or the other or both would have to do that in order to secure 
the legislation ? 

Mr. Morrison. No. I was just answering the question that was 
given to me. 

Mr. Sims. Now, I want to recall some concrete cases to your mind. 
Neither the Democratic National Party nor the Republican National 
Party indorsed woman's suffrage, as I remember it, yet woman's 
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suffrage has come, and neither of them indorsed prohibition, and yet 
prohibition has come, and neither of them may indorse your plan, yet 
your plan may materialize into law without any reference to national 
political platform indorsement. 

Mr. Montague. Judge, I think both parties indorsed woman's 
suffrage. 

Mr. Sims. If I am wrong, I want to be corrected. 

The Chairman. Yes; both of them. 

Mr. Sims. Well, show that to me. 

Mr. Montague. You do not need anything but ordinary memory 
to recall that. 

Mr. Sims. I do not recall it, if they did. I mean the last national 
conventions. 

Mr. Montague. Both national parties, as I understand, at the last 
conventions indorsed woman's suffrage and both of them referred it 
to the several States. 

Mr. Sims. I did not mean woman's suffrage by State action. What 
I meant was woman's suffrage by national action. So I stand pat 
upon my former statement, that as a national proposition neither of 
the national parties in their national conventions ever demanded 
woman's suffrage or prohibition by national action. 

Mr. Montague. Both of them in their national conventions fa- 
vored it distinctly. 

Mr. Sims. But by way of State action. 

Mr. Morrison. I might say in reply to your question that there 
have been cases where ooth parties have declared in favor of certain 
measures, and still Congress did not adopt those measures. But it 
would point very strongly to the fact that the representatives of the 
different parties believed that that legislation should be enacted. 

Mr. Sims. What* I had in my mind was that you would not regard 
your plan as doomed provided none of the national political parties 
next year should make it a part of their respective platforms? You 
would not regard that as ending it or settling it? 

Mr. Morrison. No. 

Mr. Sims. Or regard that as in any sense a referendum to the people 
upon these particular issues ? 

Mr. Morrison. The labor unions when they believe they desire 
legislation that should be enacted for the benefit of the workers are not 
discouraged if a political party refuses to enact that legislation. They 
just simply keep on their agitation and educational campaign until 
such time as the parties do indorse it, and we secure the legislation. 

Mr. Sims. And do not contemplate any resort to violence under any 
circumstances? 

Mr. Morrison. As I stated before, the American Federation of 
Labor is a federation of international unions. The internationals 
have full jurisdiction and autonomy over their members. We 
believe in collective bargaining, the adjustment of all differences as 
to hours and wages and conditions by the employers sitting on one 
side of a table and the representatives of the employees on the other, 
and where the employers are willing to meet the representatives of 
employees, there is very little difficulty experienced in securing an 
adjustment. I mean it is possible; but great bodies of employers 
like the Steel Trust, that absolutely refuse to permit their employees 
to organize and who have gone to thfr extent that our men are pre- 
vented from holding public meetings in cities in Pennsylvania, os 
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that it is impossible for them to organize — it is just suoh acts of 
representatives of great corporations that have assisted in creating 
an unrest in this country that is at the danger point at the present 
moment, and we feel that this bill should be enacted for the purpose 
and for the benefit of the public, for the benefit of the workers, and 
to be helpful in stemming the tide of unrest which is rising rapidly. 

Mr. Denison. I would like to ask you, Mr. Morrison, how the 
passage of this bill would affect the unrest among the steel workers, 
or would it? 

Mr. Morrison. It would bring about a cessation of the unrest 
among the millions of railroad workers. 

Mr. Denison. You were just speakblg about the unrest among 
the steel workers. 

Mr. Morrison. I said stem the tide. I mentioned the Steel Trust 
as the one great, leading organization that had kept itself in defiance 
of the Government and of the law of the land. 

Mr. Denison. This legislation would not help that situation in the 
steel industry, would it f 

Mr. Morrison/ It would bring hope to the workers that at some 
future time conditions might be brought about that would be helpful 
to them and do away with their lone hours. 

Mr. Denison. Do you mean by tnat give them hope that the same 
plan would be adopted with reference to the steel industry? 

Mr. Morrison. 1 am not authorized to make a statement as to the 
future in other industries than the railroads. I speak for the American 
Federation of Labor and not for myself. 

Mr. Denison. You would not care to give us any of your individual 
opinions on these matters ? 

Mr. Morrison. Well, I believe that the labor movement, with its 
growth of over 1,000,000 members in the last year, with its continued 
agitation, that we will organize the steel trust and establish the 
eight-hour day in that industry. 

Mr. Denison. I did not have reference to that. 

Mr. Morrison. I say that is just what I think can be accomplished. 

Mr. Denison. I was not asking you in regard to that. What I 
was asking you in regard to was, do you thinK this same principle or 
plan you are asking to be applied to the railroads should also be 
applied to the steel industry because steel is an absolute necessity to 
the American people and is a monopoly ? 

Mr. Morrison. Yes; it is a monopoly. I am not authorized to 
make a statement in regard to that particular industry. I do know 
that the United Mine Workers' policy committee declared in favor 
of the nationalization and democratic management of all coal mines. 

Mr. Denison. Similar to this plan, you mean ? 

Mr. Morrison. Well, the resolution does not state that. It simply 
makes that statement; that is, they want something more than 
government ownership. They want some say, the people who are 
working, in how it is going to be handled. 

Mr. Denison. That is what is commonly called socialization. 

Mr. Morrison. Well, I would not want to say that that is what is 
meant by it. There are so many terms and so many definitions of 
those terms that I might be in error. 

Mr. Denison. Would you mind, Mr. Morrison, expressing your 
individual opinion — not your representative opinion — but your in- 
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dividual opinion — as to whether or not it would be the wise thing for 
the Government to do, if we adopt this plan with reference to rail- 
roads, to adopt a similar plan with reference to all other public 
utilities such as street cars. 

Mr. Morrison. I believe that if this plan works out satisfactorily, 
that there will be no question about its being extended to other 
quasi public institutions. 

Mr. JDenison. If the Government adopts this plan and it is found 
that it succeeds, the tendency would be and the demand would be 
that it be extended to other public utilities first, would it not ? 

Mr. Morrison. I think so. That would be tne natural result. 

Mr. Denison. Then the legitimate and natural result further 
would be to extend it to all those industries that are necessary 
to the public welfare. 

Mr. 'Morrison. The position of, the American Federation of Labor 
on that is that it is a matter that should be left to the people in the 
industries themselves. They know best what they want. 

Mr. Denison. I assume that if we should set a precedent and 
adopt this plan in the railroad industry, and it should prove to be 
successful, that the men in these other industries would inevitablv 
demand it, and the policy would be to ask for it; do you not think 
that that would be true ? 

Mr. Morrison. The Federation is favorable to the Government 
ownership of telephone and telegraph wires and for many years has 
so declared at each convention; it has also declared in favor of water- 
ways and water power being owned by the Government for the 
benefit of the people. 

Mr. Denison. May I ask you one question with reference to the 
last statement in your formal statement. You said the Plumb plan 
would result in squeezing out all fictitious values of railroads. 

Mr. Morrison. Yes. 

Mr. Denison. I think everyone wants to do that. Have you given 
any attention at all to the plan that has been adopted by Congress 
and which is now being executed for the purpose of getting at the 
real value of the railroad properties ? 

Mr. Morrison. I know that a number of years ago two representa- 
tives of the commission came to see me in regard to the project of 
valuation of railroad properties; that is, they were going to get the 
valuation of all the rolling stock and buildings, etc. 

Mr. Denison. Yes; that is being done now under an act of Congress. 

Mr. Morrison. It has been quite a number of years since that 
started. 

Mr. Denison. Yes; they have been at it for some time, as I under- 
stand. Are you familiar with their plan ? 

Mr. Morrison. No; I am not. I only know that Congress passed 
a resolution authorizing it and they started to do it and there has 
been no report made. 

The Chairman. They have been working at it four years. It 
will take another year and possibly three or four months to do the 
field work. After the field work has been done, of course, it will take 
probably several months or possibly a year in the offices to extend 
the valuations based upon tne units, so I think Judge Prouty has 
estimated that the valuation may be completed by the 1st of January 
1921. 
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Mr. Morrison. That would be available for this plan when it was 
put in operation, would it not? 

Tae Chairman. I did not get your point. 

Mr. Morrison. I say it would be available for this plan when it 
was put in operation, if it is adopted by Congress ; I mean, the valu- 
ation. 

The Chairman. They have made many tentative valuations in 
their office now. 

(The committee thereupon took a recess until 2 o'clock p. m.) 

AFTER RECESS. 

At the expiration of the recess the committee resumed its session. 
Tne Chairman. Mr. Morrison will plfease take the chair. 

STATEMENT OF MB. FRANK MORRISON, SECRETARY AMERI- 
CAN FEDERATION OF LABOR— Resumed. 

Mr. Sanders of Indiana. What, in brief, is .the plan of the Sims 
bill for dealing with wages? 

Mr. Morrison. I would suggest that that question be taken up 
with the representative who drafted the bill, Mr, Plumb. 

Mr. Sanders of Indiana. I just wanted to know in a general way? 

Mr. Morrison. I would suggest that that be taken up and worked 
out, because there will probably be considerable to say in regard to 
it. It is in the hands of the representatives appointed by the Presi- 
dent, the representatives appointed by the management, and the 
representatives appointed by the employees, and they will work out 
the wages of the employees. The idea of the whole plan is to reduce 
the cost of running the railroads, so that the rates can be lowered, 
and where you lower the rates you will benefit the public, and of 
course the idea will be that the employees shall receive a wage that 
will enable them to live in reasonable comfort. 

You know, and we all know, that during the time of the war, or 
since 1914, the cost of living has gradually mcreased. From 1914 to 
1918 it increased about 80 per cent; that is, it will take $1.80 to buy 
what $1 would buy in 1914. Now, the expectation of nearly every- 
one was that with the signing of the armistice and the ceasing of the 
war, there would be a trend down in the cost of food products. That 
bos not occurred. In fact, during the past six months, since De- 
cember, 1918, the Government reports will show that there has been 
an increase of at least 2 per cent, making it about 82 per cent; that is, 
the increase in the cost of living since 1914. It is not at all improb- 
able that if the Congress does not take action to stop profiteering, 
stop speculation in foodstuffs, and stop the hoarding for speculative 
purposes of the necessaries of life, that it will show an increase of 
probably 10 per cent during the next six months. My idea is that 
this Congress should take action to stop profiteering and to stop 
speculation in foodstuffs and necessaries that go to make up the daily 
budget of a family. Action should be taken immediately to stem 
the tide of the rise in prices and to prevent a still further increase in 
the cost of living. There is another thing, if the question is asked 
me, that I think could be done to reduce the cost of living. 

120405— 10— ft 6 8 
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Mr. Sanders of Indiana. That is not what I am driving at. 

Mr. Morrison. All right. I just wanted to get that point before 
the committee. 

Mr. Sanders of Indiana. What I am driving at is the labor ques- 
tion. The reason I want to get your view is because of your long 
association as one of the labor leaders. In general, the Plumb plan 
provides for some tribunal to determine the question of wages ? 

Mr. Morrison. There will be a committee of 15 that will have 
general supervision. In my opinion the administration would 
arrange the question of wages. 

Mr. Sanders of Indiana. A committee of 15? 

Mr. Morrison. Yes; I think a committee of 15. 

Section 4 of article 3 of the bill introduced by Mr. Sims provides : 

That the board of directors shall create by negotiation with the employees through 
their duly elected and authorized representatives not less than three boards of adjust- 
ment, to consist of not less than eight members each, one-half of whom shall be selected 
by and from the classified employees coming within the jurisdiction of the boards 
severally, and the other half of whom shall he selected by and from the official em- 
ployees coming within the jurisdiction of such boards severally; that said )>oard8 shall 
be classified in their jurisdiction over bodies of employees in such manner as the board 
of directors, by negotiation with the employees as above provided, may determine; 
that said boards shall hear and determine all controversies growing out of the interpre- 
tation of established wage rates and wage awards and working rules, discipline cases, 
and all other disputes arising between the official employees and the classified em- 
ployees, when properly submitted. The decisions of such boards shall be final, ex- 
cept that where no majority decision can be obtained an appeal shall lie to the board 
of directors. 

Then the next section of the bill provides : 

That the board of directors shall create, by negotiation with the employees through 
their duly elected and authorized representative, a central board of wages and work- 
ing conditions, to be composed one-half as selected by and from the classified employees 
and one-half as selected by and from the official employees. It shall be the duty of 
said board to hear, investigate, and determine matters presented by official and 
classified employees respecting the broad questions of salaries, wages, hours, and other 
conditions of employment throughout the unified railway system. The decisions 
of said board shall be final, except that where no majority decision can be obtained 
an appeal shall lie to the board of directors. 

Mr. Sanders of Indiana. Then, it is the purpose of the' Sims bill 
to create a tribunal which will finally determine the amount of wages 
that the employees shall have. Is not that true ? 

Mr. Morrison. As set forth in the bill; yes, sir; and under the 
conditions. 

Mr. Sanders of Indiana. Suppose you have shopmen whe think, 
after considering the matter, that they are not receiving a wage 
commensurate with the work that they are performing — I suppose 
they will have labor organizations the same as now — and they, 
through their organization, demand an increase, say, of 25 per cent 
or whatever per cent they may demand, and this intermediary 
tribunal fails to reach a unanimous agreement with reference to it 
and an appeal is made and the ultimate tribunal decides that they 
shall not have an increase, what would then be the result? 

Mr. Morrison. The appeal shall lie to the board of directors. 

Mr. Sanders of Indiana. Suppose that the board of directors 
determines that they shall not have the increase ? 

Mr. Morrison. Well, it would appear that that would be the final 
action and that the only way they could get an increase would be 
to convince the board of directors that they were entitled to it. 
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Mr. Sanders of Indiana. Would you provide that in the event 
they were not satisfied with the decision of the final tribunal that 
they should not strike ? 

Mr. Morrison. Tnere is nothing in this bill that contemplates 
strikes that I know of. 

Mr. Sanders of Indiana. Suppose they did strike, suppose they 
wanted this 25 per cent increase and from their viewpoint they were 
justly entitled to it, and suppose that they demanded it and the 
demand was refused ? 

Mr. Montague. By the board of directors? 

Mr. Sanders of Indiana. And the board of directors finally re- 
fused, there is nothing in this bill to deprive them of the rigat to 
strike? 

Mr. Morrison. No, sir; nothing except the idea of the bill that 
if this is put into operation the feeling is that the conditions of the 
employees will be worked out in a manner that will be satisfactory 
to them and that there will be no occasion for a strike. 

Mr. Sande&s of Indiana. We have a tribunal now that passes on 
wage questions. They have recently failed to reach an unanimous 
agreement and we now have men out on strike ? 

Mr. Morrison. Yes, sir; but they are not out with the sanction 
of the officers of the organization. 

Mr. Sanders of Indiana. I know. 

Mr. Morrison. You find in political parties that a fight may 
develop^ along certain lines — it is not satisfactory to the great num- 
ber -of Democrats or Republicans and they split off from the Repub- 
lican Party. That is a strike of the Republicans against the admin- 
istration. It did not come about because the people at the head 
of the Republican Party wanted it, but in spite of them and becasue 
they would not follow along the lines that they wanted. You can 
not change that. That is the same principle of the individual 
exerting his right as a citizen to do what he thmks ought to be done. 

Mr. Sanders of Indiana. Tne real thing that I have in mind is 
this: I assume if the legislation embraced in the Sims bill substan- 
tially as it is should pass through Congress that the millions of 
employees representing the dozens and more different classes of 
employees receiving different wages that these employees would 
have disputes about whether a particular class was receiving the 
wage that it ought to receive in comparison with some other class. 
For instance, the section man might claim that he was not receiving 
as* much as he ought to receive in comparison with the railroad 
conductor. You would still have that situation if this legislation 
was enacted. What I am driving at is what remedy do you propose 
for the labor problem ? 

Mr. Morrison. Tnis bill is for the purpose of running the railroads 
in such a way that they will be run without profit. Tne wageworkers 
and the public are going to get all the advantage there is through the 
operation. Tne public will get a lower rate than they are getting now 
and the employees will receive a remuneration that will enable them 
to live in reasonable comf ot. Tnat may change from year to year, 
according to the dollar, until you stabilize the dollar and bring the 
dollar to the point where it will buy so much food or so many units 
of food that goes to make up the living of the individual. You can 
not say what the wage should be from year to year. It is according 
to what the dollar will purchase. 
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Mr. Senders of Indiana. It will never be uniform for all employees I 
Mr. Morrison. The trend of organization where the men aro 
organized has been that they have received substantial increases in 
wages, and if they were all organized there would not be that great 
difference between the skilled and unskilled trades in the amount of 
the remuneration, for this reason: The unskilled man is married and 
has a family to educate just the same as the skilled man. The general 
trend of sentiment among all men now is that every citizen should be 
enabled to live in reasonable comfort and that all children born should 
have equal opportunities as nearly as possible. That is the trend of 
legislation. That is what all the Representatives in the House and in 
the Senate, I think, would like to see exist. That is what the labor 
unions are working toward— that end. That is the end that all the 
workers have an opportunity to work, first; and, second, that they 
receive remuneration that will enable them to live in reasonable 
comfort. 
Mr. Sanders of Indiana. Do you think that the ultimate end of this 

Elan, looking into the future, would be to level the wages that exist 
etween the comparatively low rate paid to the man who is engaged 
in unskilled labor and the comparatively high rate of wage paid to the 
man who is a skilled workman ? 

Mr. Morrison. It would not prevent the skilled man's wages from 
keeping step with progress. 

Mr. Sanders of Indiana. There will always be a difference between 
the skilled and unskilled labor, as far as remuneration is concerned I 

Mr. Morrison. It will be a very long time before the unskilled will 
receive the same wages as the skilled. The unskilled labor, in my opin- 
ion, during the war has received increases greater than the skilled. 
Perhaps the unskilled workers are the only ones that in some instances 
did receive the 80 per cent, although I question whether very many of 
them received the full amount to cover the increased cost of living. 
The increase in some trades has been very slight, and it is not to the 
credit of the Government that the employees working for the Gov- 
ernment here have not received a wage to meet the increased cost of 
living. I just want to call your attention to one class of employees — 
the postal employees. They not only have not received an increase 
to meet the increased cost of living, but I am informed that the Postal 
Service is losing men who are compelled to go out of the service in 
order to secure wages that will help meet the increased cost of living. 

Mr. Sanders of Indiana. I am inquiring about the solution of this 
labor problem, because it is advocated that there ought to be a tri- 
bunal created by Congress having full authority to finally regulate 
wages, not only to arbitrate labor difficulties, but to finally settle 
them. I was wondering if in your plan you h#d some way of settling 
labor problems, because if the plan goes through you would have the 
same problem; you would have to settle the labor problem so that it 
would stay settled ? 

Mr. Morrison. The Federation as a body is opposed to what is 
termed compulsory arbitration. That has been tried in New Zealand, 
it has been tried in Australia, and it has not worked out. 

Mr. Sanders of Indiana. That is what I had understood; but it 
seems to me that this Sims bill provides in effect for compulsory 
arbitration. 
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Mr. Morrison. Well, this is a plan where the employees are repre- 
sented, and where the management is representee!, and where the 
President appoints five, and it is not run for profit, so there is nothing 
pressing upon the management or the five representing the President 
of the United States to refuse to gi veto the workers a wage that would 
be considered reasonable and on which they could live in reasonable 
comfort. 

Mr. Sanders of Indiana. But suppose the demand is such that this 
tribunal concludes that it is not just? 

Mr. Morrison. That may occur and there will be a compromise, 
probably, and it will be worked out just the same as all other problems 
of this character. As I stated this morning, where the representatives 
of the employers and the representatives of the employees sit down 
for the purpose of coming to an understanding, there has never been very 
much difficulty in reaching an understanding; but we do not desire 
to have a committee with autocratic power saying, "Here, this is 
what we think is right; this is what you must accept." If they say 
that, then the employees must have the right to refuse to accept it. 
I do not think it is right, but the railroad men — the men who are the 
workers themselves — feel that this plan worked out will work to 
greater advantage than if the railroads went back to their private 
owners. 

Mr. Rayburn. Mr. Morrison, how many of these organizations that 
have been read . here this morning that stand for this Plumb plan 
are members of the American Federation of Labor? 

Mr. Morrison. Ten of them, and two of the other four have made 
application for affiliation, and another has been authorized to 
negotiate for affiliation. 

Sir. Rayburn. What are the two ? 

Mr. Morrison. The conductors and the engineers have their appli- 
cation in. The trainmen have been authorized to negotiate with the 
officers of the federation for affiliation. 

Mr. Rayburn. The board of directors under the Plumb plan consist 
of 15 men, 5 to be appointed by the President, 5 from the classified 
employees of the lines below the grade of appointed officials, and 5 to 
be elected by the officials of the employees. That gives the employees 
of the railroads 10 members on this board of 15 and 5 to be appointed 
by the President, does it not ? 

Mr. Morrison. I think not. I think that gives them five. I have 
never found the officials of the Government, or any officials of any 
establishment, where they could hold that they thought along the 
same lines as the employees. That has not been our experience. 

Mr. Rayburn. Do not these gentlemen, Mr. Stone and Mr. Garret- 
son, think along the same lines about as the rest of the employees ? 

Mr. Morrison. They represent the employees and they are 
instructed very often how they should think. 

Mr. Rayburn. But it necessarily follows that these other five men 
are employees of the railroads. TTiey are working for them. 

.Mr. Morrison. They are working for them, but their trend of 
mind will not be in harmony entirely, so far as the rate of wages is 
concerned, with the employees, in my opinion. We hope it will be, 
but the experience or the natural trend will be that every man who is 
appointed to any position, who is an honest man, and we hare got to 
presume that, although there may be men who are not, they are going 
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to be honest and carry out the work which they are appointed to do 
in an honorable way and for the best interests of the public. These 
men will be running the railroads. Thev will be the management, 
and thev will try to run it in a way that will rodound to the benefit or 
the citizens, and also they ought to run it with the idea that when it 
comes to the question of wages and hours and conditions, they ought 
to be fair to the employees and see that they get the conditions they 
should have. 

Mr. Montague. Mr. Rayburn, may I ask one question right there 
to get something clear in my mina. Who elects these managing 
officials of the road under this plan? 

Mr. Morrison. They are selected from the managements of all the 
roads, five of them. 

Mr. Montague. Who does the selecting ? 

Mr. Morrison. I would take it 

The Chairman. The board of directors ? 

Mr. Montague. No; they constitute the board of directors. I 
want to know who elects the board of directors. 

Mr. Plumb. If you would permit me, I will answer that question 
when we come to the bill. 

Mr. Coady. I would like to hear that answered now. 

Mr. Plumb. I am thoroughly familiar with the provisions of the 
bill while Mr. Morrison may not be. 

Mr. Montague. Very well. 

Mr. Rayburn. Mr. Monison, let me ask you this question: Would 
you be in favor of the recommendation of Mr. Hines that a board be 
appointed to fix the wages of the employees of the railroads, either 
by expanding the powers of the Interstate Commerce Commission 
or appointing a separate board? 

Mr. Morrison. In the first place, speaking as a representative 
of the Federation, that is a matter for the employees themselves to 
decide; but as a general proposition unless the board consisted of 
the same number of employees as it did of the management, it would 
not work out satisfactorily. 

Mr. Rayburn. We are not presuming that this board will be 
selected from the management of the railroads and the employees. 
It will just be a board. 

Mr. Morrison. You mean the general public? 

Mr. Rayburn. Yes. 

Mr. Morrison. Oh, no. 

Mr. Rayburn. It is to be presumed, of course, that the President, 
if he were given the authority to appoint five, will in all probability 
appoint somebody who has worked for a railroad and somebody 
probably who had not; but I mean a board as usually constituted as 
a governmental agency. 

Mr. Morrison. That would be compulsory arbitration, and we are 
opposed to that. 

Mr. Rayburn. You are for the wage setting, though, that would 
come about under the Plumb plan. 

Mr. Morrison. Yes. 

Mr. Rayburn. Wherein, under my construction, it would be cer- 
tain that you would have at least two to one of them employees. 

Mr. Morrison. Of course, that is where you and 1 differ. I 
imagine that it is possible that the five representing the management 
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would be considered so by some because they are salaried officers 
working for the railroads and that their position with regard to what 
the employees wanted would be the same, but I do not agree with 
that reasoning. I do not believe it will work out that way. 

Mr. Rayburn. I quite a<*ree with you or with your line of thought 
in answer to Mr. Sanders that if the rlumb plan were put into effect, 
the way I look at it, with 10 representatives of employees and 5 
outside representatives that there would be very little reason for 
having a prohibition against strikes on account of wage increases 
being denied, and that is one reason why I look with apprehension 
on this Plumb plan. 

Mr. Morrison. Do you come to that reasoning through your 
thought that five will take the same view as the five representing the 
employees ? 

Mr. "Rayburn. I stated that they would all be employees of the 
railroads. 

Mr. Morrison. You reach it from that point of view and I reach 
it from another. 

Mr. Rayburn. I know you do. 

Mr. Morrison. That without having any profits and the desire 
only to be just to the employees and to the citizens they will be in a 
position to get higher wages than they could under private ownership 
and give lower rates to the public. In other words, the employees 
would get a higher rate and tno public would get a lower rate through 
this plan. 

Mr. Rayburn. But you are going in the face of history there, Mr. 
Morrison, about Government owned and controlled railroads, are you 
not? 

Mr. Morrison. There has never been 

Mr. Rayburn (continuing). In the countries that have government 
owned and controlled railroads, according to the best statistics I can 
get hold of, they have a poorer service and a higher rate. 

Mr. Morrison. The government controlled or government owned 
railroads in those countries, outside of where their employees are 
organized, are rim for profit by the government and not with the 
idea of giving the employees a wage on which they can live in reason- 
able comfort. 

Mr. Rayburn. I have never hoard of them turning a very creat 
deal of money into the government in those countries that nave 
government ownership of ?aiiroads. 

Mr. Morrison. What they got usually was through their 
organization. 

Mr. Rayburn. Now, Mr. Stone said this morning that the most 
acute thing faoing us was the high cost of living. 

Mr. Morrison. Yes, sir. 

Mr. Rayburn. If the oommittees of Congress were for this plan 
proposed in the bill introduced by Judge Sims — and he said also 
that that question had to be reached within a very few months — 
if they were all favorable to this Plumb plan and wanted it enacted, 
it would tako somo time to do it, would it not? 

Mr. Morrison. Yes. 

Mr. Rayburn. And how do you figure that the enaotment of this 
legislation would reduoe the cost of living ? 
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Mr. Morrison. In my statement I sa ; d that my position was this: 
That it could be run more economically in this way tnan by individual 
or private ownership, and that lower rato3 would grow out of this 
plan to those who were using the railroads for transportation, and 
when you have lower rates lor transportation, food products, and 
othor things, that would moan, providing you stop profiteering and 
stop speculation in food products, a Jowor prico for those products, 
and in that way assist in roduoing the cost of living. 

Mr. Rayburn. Of course, stopping the profitoor is a very hard 
matter. The middleman says tho original producor is the profitoor 
and the original producer says that the middleman is the profiteer, 
and the consumer says that both are profiteers, and that is hard to 
define. 

Mr. Morrison. But I think you will find this to be true, that in 
nearly all tho industries that have boon operated during the war 
the profits made have boon greater than during the prewar years. 

Mr. Rayburn. Yes; that is true. 

Mr. Morrison. Showing that tho fortunes that were amassed by 
the individuals or the profiteering was somothing enormous. Somo 
people say that a vory large per cent of the cost of living is due to 
the excess of costs taken by each individual or corporation through 
which the product passes, not all by one, but every one taking all 
that it will boar. 

Mr. Rayburn. Yes ; that is the disposition of most people. 

Mr. Morrison. I will change that word "bear" and say "all they 
can get." 

Mr. Rayburn. That is probably better. Now, tho employees 
have demanded recently an incroase. Do you remember how much 
that is ? 

Mr. Morrison. The last increase that they have asked ? 

Mr. Rayburn. Yes. 

Mr. Morrison. I do not know that that camo before me. What 
was the last increase? In his statomont this morning, Mr. Stone 
says they have reroivod a 37 por cont increase. Now, some of these 
employoes in the maintenance of way rocoive wagos which aro vory 
low, but ho says there had been an incroase of 37 por cent in wages. 
That was about the incroased cost of living from 1914 to 1917, 
Since that time these men havo been working under the burden of a 
still further incroase in the cost of living from 1917 to 1918 of about 
43 or 45 por cent. The money that thoy got won't buy within 43 op 
45 por cont of what it ought to, and in all justice to theso men they 
should have received that increased cost of living as the increase 
came about. They should havo received it from tho railroads and 
the employers without asking for it. 

The Government after war was declared, the Council of National 
Defense, issued a declaration that the standards of living should not 
be lowered, and practically stated in so many words that the wages 
should be increased to meet the increased cost of living. Tho Gov- 
ernment officials have not kept faith with the workers. Now, you say 
that there is a circle going around all the time, but while this circle 
is going around it is not iust to require the workers to bear the burden 
of the increased Cost of living. Tne employers are not reducing their 
standards of living to meet the increased cost of production. It is 
always the workers. Just bear that in mind. We hold that if this 
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circle must be continued, then until a remedy has been reached which 
will stop the increasing cost of living, the wages of the workers should 
correspond with the increased cost of living, and taking into consid- 
eration that they should have an increase every few years to keep 
pace with the progress of the Nation. Workers that have been 
exploited through being brought into this country and paid less than 
a living wage — so declared by investigations made by representatives 
of the Government — should be given an increase to meet the increased 
cost of living, and it should be based on what would have been a rea- 
sonable wage for them in 1914, and not upon what they received. I 
mean to be just and to work out a just solution. That is what I have 
in mind. 

Mr. Rayburn. My question though went to the amount of the 
increase asked for. Somebody here surely can give that. Would it 
not have amounted to somewhere between eight hundred million and 
one billion dollars ? 

Mr. Morrison. There does not happen to be any one of our men 
here just now. 

Mr. Plumb. We can supply that information to-morrow morning, 
but our men now are all before the Wage Adjustment Board; that 
is, the men who know. They are not in the room now. 

Mr. Morrison. Is it not 25 per cent? 

Mr. Rayburn. I think it is 25 per cent, and it is estimated to cost 
anvway from $800,000,000 to $1,000,000,000. 

Mr. Morrison. I will say this, that taking it for granted that the 
figures of Mr. Stone are correct, that they have only received 37£ per 
cent, their demand is not sufficient to cover the increased cost of 
living if granted. 

Mr. Rayburn. That would mean about $10 for every man, woman, 
and child in the country, would it not, assuming it is $1,000,000,000 1 

Mr. Morrison. I do not know. 

Mr. Rayburn. There are 100,000,000 people in the United States. 

Mr. Morrison. That is in dollars, but a dollar now does not mean 
what it did in 1914. 

Mr. Rayburn. Well, a $10 bill is $10 now. 

Mr. Morrison. And you must remember you are covering a tre- 
mendous number of employees. The newspaper proprietors of New 
York City did me the nonor of selecting or agreeing on me as an 
arbitrator affecting about 2,200 printers. I gave the printers what 
they asked for, an increase of $9 a week, and told them they were 
entitled to $10 more. That award gave to those 2,200 printers an 
increase in wages of about $1,250,000 in a year, but you are speaking 
of about" 2,000,000 employees, and of course the amount wiU be im- 
mense, but because it is immense is no* reason why those men should 
have their wages, conditions, and standards of 1914 lowered. 

Mr. Rayburn. I am just talking about the high cost of living, and 
I say that would be $10 for every man, woman, and child m the 
United States ? 

Mr. Morrison. Yes; although I do not know that that is exactly 
what it would amount to. 

Mr. Rayburn. Some one asked me if anybody had answered this 
question: Suppose this increase is not granted, what is going to bo 
your advice to your people, or have you formulated what you intond 
to advise them ? 
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Mr. Morrison. So far as the Federation is concerned, the inter- 
national unions have complete autonomy over their hours, wages, 
and conditions. We are a federation, but they have what they call 
the railway department, and into this department are all the organi- 
zations whose members are employed on railroads, and they handle 
the agitation, but that is a question that each organization would 
decide for itself. 

Mr. Rayburn. Have any of them determined yet that they are 
going to strike if they do not get this increase? 

Mr. Morrison. The information that I have is that no such action 
has been taken, but I understand that they have some proposition 
that they are submitting to their membership. 

Mr. Rayburn. They are submitting some proposition to their 
membership? ' * * f 

Mr. Morrison. Yes. There has been no action taken along those 
lines. 

Mr. Rayburn. Well, it seems to bo the general consensus of opinion 
that their referendum is being taken on whether or not they shall 
strike if this increase is not granted. 

Mr. Morrison. I have no such information. 

Mr. Merritt. Mr. Morrison, I was interested in your reference to 
the relative rise of the wages of unskilled labor as compared with 
skilled labor. I had noticed that myself. Now I call your attention 
in that connection to a bill which I believe is before the Congress 
either restricting or prohibiting immigration. I take it that will 
prevent any addition, practically, to the ranks of unskilled labor in 
this country. Would that be the effect, do you think ? 

Mr. Morrison. Of course, if there is no immigration that would 
prevent any kind of labor coming over. 

Mr. Merritt. Yes; and principally unskilled labor. 

Mr. Morrison. Of course, that is the propaganda of the people 
who want cheap labor; that is, to bring in unskilled labor so as to 
keep the wages down; but there is a great deal of unemployment in 
this country at the present time and the reason that the unskilled 
labor received the increase was not so much on account of the scarcity 
of it, but was answered by a representative of the publishers associa- 
tion in New York, when tne printers were asking for an increase which 
was about 30 per cent — they had received 15 per cent prior to that — 
he said, we have given all the way up to 75 per cent, and he said, 
"We had to give it to our lower-paid people because they could not 
live if they did not get it. " The wages of the unskilled laborers in 
this country were so low that it was absolutely necessary to double 
their wages to enable them to live at all, and it was not because of 
the scarcity. It was due to" the necessity of giving them enough 
money to enable them to live. Do I make clear the thought I have 
in mind? 

Mr. Merritt. You make your thought clear; yes. I have heard, 
however, that there has been great scarcity of labor for getting in the 
crops and I assumed that if immigration should be stopped that 
scarcity would increase. 

Mr. Morrison. Of course, to me, although it may not be to you; 
that is an old, old story. Every time an effort is made to increase 
wages the cry is raised about the necessity of having men to handle 
the crops, to put them in and to harvest them. Now, if you will atop 
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and think that harvesting is a seasonal trade, and if you take the 
men out of the cities and put them into Kansas and the different 
States, after they pay their railroad fare and their board they have 
very little left for their families; in other words, it is a seasonal trade 
and it not possible to work out a solution whereby they will have 
employees, unless they will take the men on the farm and keep them 
there all the time ana give them a wage that will enable the workers 
and their families to live in reasonable comfort. 
^ Mr. Merritt. Do you think it would tend to decrease the cost of 
living to keep men employed on the farm all the year round when 
there was no work for them. 

Mr, Morrison. No, sir; I do not; but that is the condition that is 
existing, and that is the difficulty about having farm labor to cover 
just those periods. But the Department of Labor, through its 
employment agencies, was quite successful during the war in cover- 
ing that, and if Congress would give the United States Employment 
Service sufficient money to work out a system whereby the farmer 
could secure workers during the periods that they are most needed, 
I am sure a plan could be worked out that would be successful. 

In addition to that, if the Government would do as Canada and 
Australia are doing, and put people back onto the land — that is, 
make it possible for the young men to purchase a farm on long pay- 
ments. The "back to the land" proposition that we have heard of 
is working successfully in other countries. I advocated the proposi- 
tion as one of the remedies to assist in the demobilization of our 
troops. Congress has done nothing along those lines. I believe that 
public and semipublic utilities should be owned and operated for 
the benefit of the public; that the waterways and water-power legis- 
lation should be enacted, providing that the governments — Federal 
and State — should own, develop, and operate all water power over 
which they have jurisdiction. The power thus generated should be 
supplied to all citizens at rates based upon cost. The water power of 
the Nation, created by nature, must not be permitted to pass into 
private hands for private exploitation. 

Mr. Merritt. That same thing would apply to coal mines. 

Mr. Morrison. The coal miners have already declared in favor of 
Government control of the mines or the Government owning them 
provided they are run in a democratic manner, and provided that 
the miners have something to say in regard to the conditions, hours, 
and wages, and the way in which they are handled. 

Mr. Merritt. Then, your view is that the time has now come for 
the socialization of all industry. 

Mr. Morrison. Well, what do you mean by socialization ? 

Mr. Merritt. I mean substantially what you are proposing with 
reference to the railroads — that the Government shall own all means 
of production and turn them over for operation to the workers. 

Mr. Morrison. All quasipublic utilities. The Federation has for 
some time been favorable to their being owned, operated, or con- 
trolled by the Government, but we want some safeguards about it so 
that the wage workers will be protected. We do not want a condition 
existing similar to the Post Office Department whore the representa- 
tive of the Post Office — Secretary Burleson— decides the wages and 
refuses to hear grievances and acts in an autocratic maimer. We do 
not want autocracy by the Government or anybody else. 
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Mr. Merritt. Not even by the workers ? 

Mr. Morrison. By the workers ? 

Mr. Merritt. Yes. 

Mr. Morrison. There is no possibilitv of anything like that coining 
to pass. The workers are submerged but thoy are coming up; 
that is civilization and progress, and the Congressmen here I am sure 
will be glad to assist in bringing about tnis change from undesirablo 
conditions to bettor conditions. I know the trouble is to devise a 
way to do it without disturbing too many people and too many 
interests. 

Mr. Barkley. Mr. Morrison, this bill contemplates, I believe, the 
purchase of the railroads from their present owners by the Govern- 
ment? 

Mr. Morrison. A certain sum being set aside until they are paid 
for; yes. 

Mr. Barkley. That would necessitate the issuance of bonds by the 
Government to pay the owners cash if they demanded it, would it 
not? 

Mr. Morrison. In some way to meet it. 

Mr. Barkley. I think it is estimated by the Interstate Commerce 
Commission and by general opinion through public statements that 
the value of the railroads of the United States is something like 
$20,000,000,000. I do not know how much of that represents water, 
but assuming that one-fourth is water and by this rlumb plan the 
water is wrung out, so it would be reduced to about $15,000,000,000, 
what is your idea as to whether it would be possible, under the pres- 
ent state of public opinion, to issue bonds by the Government to be 
purchasod by citizens of the United States to the extent of fifteen or 
twenty billion dollars for the purpose of paying for these roads? 

Mr. Morrison. I believe if this action is taken by the Congress, 
there would be no difficulty about securing the money. 

Mr. Barkley. Assuming these bonds would be purchased by the 
people, it would be necessary to raise the money by a sinking fund, 
andfso on, in order to retire them within a certain period of time, and 
that would have to be done by taxation. Is it your theory that the 
profits the Government would obtain by a division of whatever profit 
there was between the Government and the railroad men or employees 
would be sufficient to take care of this enormous indebtedness without 
taxing the American people in addition, after it became thoroughly 
operated ? 

Mr. Morrison. As I understand, it is believed that the amount set 
aside in a certain number of years would take up all the bonds which 
would be issued; otherwise, that the Government would own the 
railroads. 

Mr. Barkley. That is, the amount set aside from the operation 
of the roads ? 

Mr. Morrison. That is the proposition. The proposition is to set 
aside a certain amount. 

Mr. Barkley. How many years, do you recall? Are you suffici- 
ently familiar with the plan to say how many years it would take? 

Mr. Morrison. I did not work it out. I am familiar with the plan 
as I have talked with Mr. Plumb several times and hoard him explain 
it, but there are a number of things that he fools — in fact, he don't 
feel, because he makes the statement that in the matter of running 
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expenses the saving would indicate the amount that will be saved 
within a certain number of yeara which would be sufficient not only 
to give to the employees a wage that would enable them to live in 
reasonable comfort, but there would be enough set aside so that the 
Government would own the roads in a certain number of years, and, 
of course, when the Government owns the roads they would be in a 
position to reduce the rates. The amount set aside, other than the 
amount for upkeep, would be used for the benefit of the public and 
the employees. 

Mr. *darkley. The reason I asked the question is because it has 
boon stated it was with difficulty that the Government under the 
stress of the great World War was able to sell $20,000,000,000 of bonds 
wliich were purchased by the American people under the impulse of 
patriotism, and in that connection it has been suggested that now that 
the war is over, keeping in mind the difficulty during the war wliich 
may or may not occur, whether the "effort would be successful, and 
that in view of tho fact that the people bought $20,000,000,000 of 
bonds during the stress of tho war that now they are not prepared to 
invest a similar amount in an enterprise of this sort. I want to get 
your idea as to whether you think such bonds could be sold if this 
plan were adopted ? 

Mr. Morrison. I do not believe there will be any difficulty in 
putting it into effect. I think Mr. Plumb will tell you that no matter 
what happens, even going back to private control, that the Govern- 
ment would have to take care of a great number of the railroads. 
That is an intricate proposition, but my opinion is that there will be 
no difficulty about putting this plan into operation, so far as the 
money is concerned. It will be a great benefit to the public, and it 
will certainly be a great benefit for the Government to take action 
that will mean so much for a couple of million of their employees, 
because those 2,000,000 employees represent very nearly 10,000,000 
people, and having them in a contented state of mind means a great 
deal. The function of the Government is to do that which will make 
their people happy and contented, or a majority of them. 

Mr. Barkley. That is all the questions that I care to ask, Mr. 
Chairman. 

Mr. Winslow. I judge from what you have said and from what I 
have read of you and your organization that you are aiming to 
establish in this country what is regarded as an ideal democracy? 

Mr. Morrison. Yes, sir. 

Mr. Winslow. Can we agree that an ideal democracy would be a 
government under which every person would get fair play ? 

Mr. Morrison. Equal opportunity. 

Mr. Winslow. You call that fair play ? 

Mr. Morrison. Well, yes; but there is a difference as to fair play. 

Mr. Winslow. What do you regard as equal opportunity, as a 
general proposition ? 

Mr. Morrison. I think I will take the time to give you an idea of 
what I believe is equal opportunity. 

Mr. Winslow. Just take all the time that you want, because I 
think it will be of interest to the members of this committee. 

Mr. Morrison. I think it will answer your question. You know 
that people have different ideas of what democracy is. I was coming 
from Chicago to Washington about 10 years ago and there was a 
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young man on the train. He was one of the finest looking young 
Americans I had ever seen, with a clear eye and a face indicating no 
dissipation of any character whatever. What you would call an 
ideal young American. I heard him say to a group of men: "Any 
young man can become rich if he wants to. I was born in Virginia; 
I went to the university; I then went to New York in a bank, and 
then to Oklahoma, and I am worth $75,000. Nobody ever gave me 
a cent. Anvone can become rich if he wants to." I turned around 
and said, "Well, my friend, I just heard what you said, and I believe 
that you believe you are telling the truth, but I would like to ask 
you this question: Did you go to a common school?" He said, "I 
certainly did." Then I asked him, "l)id you go to the high school?" 
He said, "Yes." "Did you go to the university?" "Yes." "JFour 
years?" "Yes." "What did it cost your father?" He said, "I 
was frugal; I was not a spendthrift, and it cost him about $700 a 
year." Then I said, "You went to New York and worked in a bank 
and your father paid most of your expenses?" He said, "Yes, sir." 
Most any young man would be glad to work in a bank in New York 
for three years for the experience. Then I said, "You went to 
Oklahoma and your father was rich, and he said, ' Treat him right.'" 
"Yes," he said, "but nobody ever gave me a cent." Then I said, 
"I want to ask you this question: Can the little boy that went into 
the textile mill in your State when 9 or 10 years of age and who is 
now at your age — 29 — could he become rich?" He said, "Of course, 
I did not mean that." Then I said, "You meant any young man 
who graduated from common school, high school, and a university, 
and received a vocational training, and whose lather was wealthy 
could become rich? We are not interested in tho^e young men; 
they represent but 2 per cent of our young men. We are interested 
in the 98 per cent, and we will never rest satisfied until the 98 per 
cent have had the same opportunity to receive a common-school 
education, a high-school education, and a university training as you 
have had." That is my idea of democracy. That is my idea of 
equal opportunity. 

Mr. Coady. You heard this young man. Perhaps his father had 
been a very poor man, had made his money himseli ? 

Mr. Morrison. That is true. 

Mr. Coady. And he could use the money to give his son oppor- 
tunities and advantages. Would you do that ? 

Mr. Morrison. That may be true. That young man said, "Any 
young man could become rich." Now, when he said, "Any young 
man," he did not consider the boys working in the mines, mills, ana 
factories. The labor movement is looking after the 98 per cent. To 
tell you the truth, I do not know that there is any special or funda- 
mental reason why property should pass from father to son. It 
might be used to better advantage in building schools, good roads, and 
better railroads to cheapen transportation for all the people, and let 
these young men start off with the other young men with the same 
advantages to look after their own interests and not be burdened with 
great wealth. 

Mr. Coady. A large part of it is being used so now; income tax, 
excess profits, and so forth? 

Mr. Morrison. That is true. That is one way of disposing of it. 
I am very much in favor of taxes of that character. 

Do you understand now what I mean by equal opportunity ? 
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Mr. Winslow. I did not understand that you had arrived at a 
conclusion. I thought that you were merely reciting an incident. 

Mr. Morrison. This young man did not take into consideration the 
great mass of the workers when he said that any young man could 
become rich. My idea is that they should all have an equal oppor- 
tunity. 

Mr. Winslow. I can see the difficulties ahead. 

Mr. Morrison. I can, too. That is the goal of the labor move- 
ment. 

Mr. Winslow. I thought if I said "fair play" perhaps we could 
get together on that. Going into the other, I can see that it would be 
useless to follow that up. You think that in a democracy there 
should be fair play extended to all the people) 

Mr. Morrison. Democracv means equal opportunity, that each 
man has the same rights as the other. 

Mr. Winslow. And to that end vou are putting forth your best 
endeavors in the world, are you not 1 

Mr. Morrison. As the best of my knowledge will permit me to do. 

Mr. Winslow. And I am acting in the same spirit in asking these 
questions. 

Mr. Morrison. I think so. I so understood. 

Mr. Winslow. I want to suggest that I agree with you that the 
war has brought together the relative interests of the different 
classes of people — I do not use "class" in an offensive sense. 

Mr. Morrison. I understand. 

Mr. Winslow. And relative conditions have become better known. 
I think we all agree that we ought to equalize the blessings of this 
li r e more than they have been equalized before and that, I think, 
the Members of Congress are anxious to insure, if they can through 
legislation and that, I assume, is what you have in your mind ? 

Mr. Morrison. Yes, sir. 

Mr. Winslow. So we can get together on that. ^ I want to ask 
you this question, can you state any direction in which the operation 
of the railroads by the Federal Government has been improved and 
become more efficient? 

Mr. Morrison. I will say this, as the railroads were not run by 
private ownership concurrently during the time that the Government 
was running them so as to ascertain how they worked under the same 
conditions, it would be very difficult to make a statement. When 
war was declared the railroads and the public were not prepared, 
and when the railroads were taken over it was not a question of cost 
at all in regard to running the railroads. Cost was not considered. 
The question was how to use the transportation facilities so that we 
could get coal to the people and products to the people and our 
soldiers across to Franco. There was no thought, in my opinion, of 
economy. 

The fact that the Government took over the railroads and Congress 
agreed to it was notice to the public that the private ownership of the 
railroads was such that they would be incapable of doing the work 
required of them, and Congress and the Government took them over 
under one management so that thev could do this work which must 
be done in a hurry, and so that the Government could have carte 
blanc to do anything that they wanted to do and to go to any expense 
that they desired, which would have been very difficult for the 
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private corporations to do. In my opinion that question should not 
be raised at this time, because there is nobody who can say* that 
during the war private ownership could have run the railroads 
cheaper than the Government did. That is my viewpoint. 

Mr. Winslow. I did not mean to bring up the question of expense; 
I referred to efficiency in operation. 

Mr. Morrison. Efficiency during the war was weakened in every 
other industry, because we took out 4,000,000 of our ablest and best 
men. You can not take 4,000,000 of our men out of all the industries 
without putting in new men, and where you put in new men, even if 
bright, or women, it take3 them some time to learn the business 
so that they can be as efficient as those who left. 

Mr. Winslow. The reason why Congress passed the legislation 
it did was because the President said it was necessary, in order for 
him to run the war. 

Mr. Morrison. That may be. I think the President was right. 

Mr. Winslow. I think so, too. 

Mr. Morrison. I think that was the proper course to pursue. 

Mr. Winslow. Regardless of the conditions, have you seen any 
evidence during the Federal operation of the railroads of a tendency 
toward more efficient methods ? 

Mr. Morrison. I have not made a study of it. I am not qualified 
to say, yes or no, to that question, because I have not the knowledge. 

Mr. Winslow. Mr. Stone said that the wages of the men had been 
increased about 37 per cent, as I remember it? 

Mr. Morrison. Yes, sir. 

Mr. Winslow. And that the living cost had increased about 82 per 
cent ? 

Mr. Morrison. Yes, sir. You reforrod to that. 

Mr. Winslow. Yes. Did you ever stop to think what would hap- 
pen if wages were lowered horizontally 25 per cent all around, what 
effect it would have on the cost of living ? 

Mr. Morrison. If wages went down 25 per cent ? 

Mr. Winslow. Yes; the reverse proposition? 

Mr. Morrison. Let me explain my view of that and it will answer 
your question. 

Mr. Winslow. Certainly. 

Mr. Morrison. In 1918 the cost of living went up about 30 to 40 
per cent. During that time we had wheatless days, we had meatless 
days, we had the Government calling upon everybody to husband our 
resources and our people did not buy clothes and clid not refurnish 
their houses. They used substitutes for what they had been accus- 
tomed to. They reduced the standard of living for the purpose of 
helping the people across the seas to win the war. Because of < that 
those who were receiving a good wage were able to come within the 
wage or nearly within the wage with the credit they had. After the 
armistice was* signed and the men began to buy meat and use the 
things that they had used before the war, dropping the substitutes, 
and purchase clothes for themselves and their families and to fix up 
their homes they found they did not have the money to do it. They 
realized then that the standards they had in 1914 had been destroyed 
and they were facing a condition where they must have an increase in 
wages. I feel that such being the case that the Congress should see 
to it that every employee of the railroads receives wages which will 
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give him the same purchasing power that he had in 1914 and then they 
might add a little to that because of the burden they have carried 
since 1914. 

Mr. Winslow. I think that labor is worthy of its hire all the time, 
but that is not coming to the question that I raised. I do not know 
that you can answer it. I think that it is worth thinking about. If 
we took 25 per cent, or any other per cent, horizontally off of the wages 
it might altcct the cost of production to an extent which would 
lower the price of commodities. We can not tell that exactly until 
we know trie amount paid for wages and the cost of material. 

Mr. Morrison. There is no question but that you are right about 
that. If you cut the wages down 25 per cent, it would mean that 
the worker would have to buy just 25 per cent less than before and 
that he would have to use substitutes. 

Mr. Winslow. No; not at all. Take 25 per cent out of every 
pay roll in the country. 
Mr. R ayburn. You are speaking of all wages ? 
Mr. Winslow. Yes, sir; not the railroads. 
Mr. Raybitrn. The wa^es of all men. 
Mr. Winslow. Yes; take 25 per cent. 

Mr. Morrison. Take the Government employees in this city, as an 
example. 

Mr. Winslow. I would not want to do that. Take productive 
labor. 
Mr. Morrison. Take vour own employees which you have ? 
Mr. Winslow. I will be glad to do that. 

Mr. Morrison. The Government employees, not your own per- 
sonal employees. I spoke of you as a Representative in Congress. I 
mean the Federal employees. Take them and take off 25 per cent 
from their wages. 

Mr. Winslow. I admit that was not a wise suggestion in the first 
instance. 
Mr. Morrison. If it is not wise for them, why is it wise for others ? 
Mr. Winslow. When you reduce the scale of wages of the people 
who manufacture the articles — produce the articles — you cut down 
some of the cost of bringing those articles before the public. How 
much I do not know. I simplv throw that out as a suggestion as to 
whether or not as an economical proposition anything could be worked 
out by reducing the wages as contrasted from increasing the wages. 

In spite of what you have said about the purchasing power of the 
dollar, I want to ask you a question which I have reduced to writing 
in order that I might be accurate about it. I want you to be thought* 
f ul and to bear in mind statistics, as far as you have them at your 
command, before answering. 

Has labor, including rauroad labor, at any time in any country 
over been as well fed, as well clothed, as well housed, as well enter- 
tained, and as well furnished in their homes as is labor in the United 
States to-day ? 

Mr. Morrison. Labor, the great mass 

Mr. Winslow (interposing). The next question which I will ask 
you so you may consider them together is, has labor ever been so well 
off in respect of bank deposits and other evidences of savings and 
prosperity as now ? 

i is won-^-i f>— pt r 4 
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Mr. Morrison. Those two questions ? 

Mr. Winslow. Yes, sir. 

Mr. Morrison. Let us devote ourselves for the moment to the 

?uestion of being so well housed as they are at present. In 1914 — 
think the statistics will bear this out — the great mass of our wage 
workers' wages could purchase more with what they received in 1914, 
than they can with wnat they are receiving now. 

Mr. Winslow. They did not have the money in 1914? 

Mr. Morrison. Those who were working. 

Mr. Winslow. There were not many working. 

Mr. Morrison. This is what happened and it is worth considering 
in the matter of deposits When 2,000,000 people had been placed 
in the Army a representative of the press asked me what effect that 
would have — a million or two million. I said that it would not have 
any effect until after we had over 2,000,000 people in the Army, that 
we would not notice any particular effect, that it would simply take 
up the slack of the unemployed in this country. I think that is 
true. When we had 4,000,000, or almost 4,000,000, men in the Army 
withdrawn from industry, the men, women, and children of this 
country were employed more regularly than ever before, although in 
some of the industries there was unemployment, but they could get 
employment in others. 

Just before the armistice was signed our people were pretty well 
employed and in some cases they worked long hours and received 
extra compensation. That was given first, because they wanted 
the extra hours of work, and, second, the idea of the employer was 
that if he gave them overtime a couple of hours and even paid them 
the price and half they would not make so strenuous an effort to get 
an increase for the regular eight-hour day. In other words, during 
that period our people were employed and our boys in the trenches 
were taken care of by the Government. I will admit that nearly all 
of our people were working, with quite a number of unemployed, as I 
said before, but not in proportion to the past years. They received 
their wages and worked all the time with overtime at particular 
industries, if not their own, some other. That was a war condition. 
As soon as the armistice was signed and demobilization started they 
were talking about demobilizing the army at the rate of 300,000 a 
month, I called attention to the fact that if they did that we would 
have bread lines in this country by May. They did not do it. They 
took the course of bringing them in gradually, but we have unem- 
ployed in this country now and our people are not all demobilized 
yet. For that reason the American Federation of Labor held that 
immigration should be stopped for, say, four years, or until such 
period as all our soldiers and sailors and war workers had secured 
sustaining employment at wages which they, could live in reasonable 
contort. Restriction to be ami ted until our own people secured 
work, not at long hours, but at eight hours or less. It is not fair .to 
point to the fact that because of the war every one here had work 
and did work. That proved conclusively one thing to my mind, 
that the statement that ' l there are a lot of people who do notwant to 
work" was not true. It was only the opportunity to work they 
needed, because hundreds of men, previously unemployed, went to 
work and results were good. It made new men of tnem. They had 
an opportunity to work. They did not have that before. So the 
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"Cdhdition that you have in mind is the result of the war and the 
result of 4,000,000 of our people being in camp or in France and not 
because of any special prosperity to our workers. 

Mr. Winslow. I expect you will agree that 4,000,000 men who 
went into the service m connection with the Army and Navy were 
not breadwinners and nothing was obtained through their efforts 
except in a small degree by their allotments? 

Mr. Morrison. Yes, sir. 

Mr. Winslow. Four million of the best earners that we had were 
taken out of the market They did not earn anything, they did not 
contribute any saving. I would like to ask if you are willing to an- 
swer categorically those two questions which I prepared, thinking 
that they could be fairly and willingly answered, answered by yes 
or no, as a matter of fact ? 

Mr. Morrison. As a matter of fact, I made the statement that 
while that condition existed at the time the armistice was signed 
there were a greater number of our people employed than ever beiore, 
I can not say that that is the condition that exists to-day. 

Mr. Winslow. I should like to ask you that question as of to-day. 
I will repeat it, if it will be of any service to you. 

Mr. Morrison. We have a great deal of unemployment through- 
out the country at the present time, and a great deal of unrest. 

Mr. Winslow. Do you want me to assume, for the purposes of 
the record, that you prefer for some reason not to answer that ques- 
tion directly? 

Mr. Morrison. You know, gentlemen, that a hypothetical ques- 
tion based on a condition that existed in 1918 should not be an- 
swered 

Mr. Winslow (interposing) . I did not ask that question. 

Mr. Morrison. The first answer that I gave you in regard to 
your question was that at the time the armistice was signed the 
workers of this country were better employed than in any other 
period for a great number of years. That is true, but it is due to 
the fact that there were 4,000,000 men in the Army. The demobiliza- 
tion has caused a disturbing condition in all the industries, and the 
efforts of some of the employers to turn back to longer hours and 
prewar wage rates, is causing unrest and strikes that could have 
been avoided if the employers would simply get the psychology of 
the time and come forward and assist in running their industries so 
that the wages of the men would meet the increased cost of living. 

Mr. Winslow. I agree with that. Once more let me ask you this 
question: 

Has labor, including railroad labor, at any time in any country, 
ever been as well fed, as well clothed, as well housed, as well enter- 
tained, and as well furnished in their homes as is labor in the United 
States to-day — not in 1918, but now? 

Mr. Morrison. Taking the fact that the railroad men have only 
received a 37 per cent increase in wages and the cost of living has 
gone up 82 per cent since 1914, it is not possible for them to be in as 
good condition as they were in 1914. 

Mr. Winslow. Has labor ever been so well off with respect to bank 
deposits and other evidences of savings and prosperity as now? s 
• Mr. Morrison. Well, I have no information, accurate information, 
in regard to that, but when we take into consideration the educa- 
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tional efforts that have been put forth by the Government through 
its various agencies in regard to thrift and buying Government 
bonds, it is but natural to feel that our men, being loyal, denied them- 
selves many things that they would otherwise have purchased for the 
purpose of buying the bonds and paying for them, and because of 
that fact there is no question in my mind that labor has saved, in 
that way, more than she has before. 

Mr. Winslow. Do you have any idea that the public health is not 
as good as it has been at any time in the past? 
'Mr. Morrison. The public health 1 

Mr. Winslow. Yes. 

Mr. Morrison. Oh, I think that the propaganda of the representa- 
tives of the Government during the past years has been beneficial 
in every way. 

Mr. Winslow. You spoke of the financial departments of railroads 
as being, as I remember it, a football for manipulation. I believe 
you used that expression. 

Mr. Morrison. Of course, I had in mind the Hartford Railroad 
investigation, and other investigations by the Government in the 
way railroads have been manipulated, and money expended and 
not for the benefit of the public. 

Mr. Winslow. You used the expression, "Like drunken sailors.' 9 

Mr. Morrison. Well, that would be a good expression. 

Mr. Winslow. You spoke of the public service to be rendered under 
the proposed arrangement of the Sims bill in such a way as to give a 
fair return. Now, what do you mean by a fair return ? 

Mr. Morrison. For the capital? 

Mr. Winslow. Yes; or anybody. 

Mr. Morrison. Well, I should think that the interest ought not to 
be any greater than the Government is willing to give for money that 
they borrow. 

Mr. Winslow. Would you feel that the Government would be justi- 
fied in letting other people run their railroads with their money in 
them and for the public to be taxed if they were not making more 
than the actual running expenses of the roads ? 

Mr. Morrison. After the Government owns the railroads* as I 
understand it, they would be run not for profit but run for the benefit 
of the public, so that the rates could be reduced and keep reducing 
them as long as it would be possible to do so. 

Mr. Winslow. Would you think the Government would have any 
right to reimburse itself out of the earnings of the roads in case it 
could make a little money out of operating them and giving a fair 
show to the public ? 

Mr. Morrison. There is no necessity for the Government to make 
a profit. They get their money bv taxation to pay their various 
expenses, and that industry should be run without profit to the 
Government and just for the benefit of the public. 

Mr. Winslow. If I buy a ticket for 2 cents a mile on a private road 
that is the end of my troubles. If I buy it for 1 -ft cents on a Govern- 
ment-owned road and get taxed, so that my taxes plus my fare got 
to be 2^ cents, where have I made anything? 

Mr. Morrison. Well, you see that was a war condition. 

Mr. Winslow. I mean as a general practice. They unload the 
difference on the Government and it comes out of the taxes of the 
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SeopJe. That is what tho war developed under the head of camou- 
age. They do not pay it for the mileage, but they pay it in taxes. 

Mr. Morrison. You take the taxes that come from incomes and 
the inheritance tax that is levied; that does not hurt the individual. 
The bigger the tax the better able the man is to pay it. 

Mr. Winslow. But you would not contend, would you, that if the 
Government put money into the railroads and then taxed the people 
for the money that the public was getting off with just the price of 
the service? t 

Mr. Morrison. Oh, I believe the Government in putting this bill 
into effect, the purpose is to take over the roads and run them without 
profit, and in time the Government would own them and then there 
would be no expense other than the upkeep of the roads. 

Mr. Winslow. If they ran behind a few years in dull times, of 
course there would be something to look out for then ? 

Mr. Morrison. Well, I believe that alon<? the lines that have been 
suggested here, that could be overcome. That is a detail. 

Mr. Winslow. You spoke about squeezing the fictitious values 
out. Just what did you mean by that. 

Mr. Morrison. Well, that is the proposition where a road may have 
a million or two million dollars in a road and issue stock against 
future profits of probably an equal number of millions, and then you 
have got to pay dividends on watered stock. That is an old term, 
but the investigations show that manipulation of railroads through 
the issuance of what is called common stock for sometimes more than 
the railroad costs, and then issuing to the men holding the stock, 
when it is worth $800 a share, which does not look good to the public, 
they will issue 8 certificates of $100 value to each holder of shares 
worth $800. 

Mr. Winslow. You do not mean with respect to money put inta 
the road but with respect to securities issued against good will or 
future earnings without being put into the road. 

Mr. Morrison. Yes; I am talking about issuing stock against the 
future profits. 

Mr. Winslow. In the meanwhile, these exploiters, of whom we 
have had a good many, have sold the stock out to the unsuspecting 
lamb, maybe a woman or a trustee — hardly a trustee — but somebody 
or other ior real money against the earning power of the road. We 
will say it has the earning power but has not the property. Now, 
what consideration would you give to the poor, unfortunate man, 
who, in good faith, bought stock, legally issued under the laws of the 
land, for good money, when you come to turn that over under the 
plan suggested and provided in this Sims bill. Would not that 
amount to freezing them right out ? 

Mr. Morrison. Of course, that is not the first time people have been 
frozen out. 

Mr. Winslow. But with our ideas of democracy and of fair play, 
that is what I want to find out. What are we going to do for the 
great number of people who have unwittingly, but honestly, put real 
money into the purchase of these watered stocks which might pay a 
dividend and so keep up the market price, but which have no real 
property behind them. 

Mr. Morrison. Well, I do not believe that society should be burd^ 
ened for all time with paying dividends on stocks issued against f utur 
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profits, and I think if a person buys stock with the idea of getting 
future profits, they should take the responsibility of whether or not 
they are a good investment. 

Mr. Winslow. Yes; but that is legalized by the laws of the land 
and they buy under the stamp of approval of the State or National 
Government. What do you expert the ordinary person who has 
nothing to do with the financial affairs to do when they go to buy 
stock which has the stamp of Government approval ? 

Mr. Morrison. That should estop the Government from bringing 
about a condition which would do away with that situation in the 
future. I do not like to see anybody suffer loss, but I want a condi- 
tion brought about in this country that will eliminate just that kind 
of manipulation. 

Mr. Winslow. As to the future ? 

Mr. Morrison. As to the future. In regard to what the Govern- 
ment should do about those people, I would leave that to the Mem- 
bers of this Congress to work out. 

Mr. Winslow. Well, that is an easy way, but do you think the 
Government would be dealing in good faith with its citizens if it 
should take this property on purely physical value and should freeze 
out all holders of securities who nave put in good money in good 
faith? 

Mr. Morrison. I should think they should take it up on physical 
valuation and put it into operation. As to how they should work it 
out as to the other details, that is immaterial. Let us get started on 
the right road and hold to that. 

Mr. Winslow. But you do not want to cling to that one particular 
branch of the tree. 

Mr. Morrison. Oh, no. I mean I would leave that to the Repre- 
sentatives in Congress to work out. 

Mr. Winslow. Now, if any other plan can be devised which will 
safeguard all interests, labor included, of course, would you be jusl 
as well satisfied with that plan if, in the judgment of Congress, it 
was wise to adopt a plan other than this one ? 

Mr. Morrison. Of course, this is the only plan that is in sight 
that we know about, and this is the plan that we have decided should 
be put into operation. 

M ;. Winslow. But that does not. meet the requirements. We 
have five or six plans, apparently, that are going to dc; before us. and 
w r e might work out a conglomerate from those plans which v.xuld bo 
better than an^ one of them, adopting features of this one, that one, 
and the other one, and if Congress, in its wisdom, can pick out a ? !a:i 
equally fair to everybody, but not this one, would you welcome *fc 
just the same as you would this one ? 

Mr. Morrison. Of course, if it were a plan that wo believed would 
work out as web, that would be a matter to consider. We are not 
wedded to any particular one. We want to get results, and we feel 
this plan will bring the results we want. 

Mr. Winslow. i think we are all of the sam9 mind. Now, going 
back to the high cost of living, I want you to answer this question, 
if you will. Do you think the executive departments of the Govern- 
ment have done all they could have done up to this time along the line 
of reducing the cost of living under the existing laws ? 
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Mr. Morrtson. Well, that is a debatable proposition. If the exec- 
utives have the power to stop profiteering, then, they have not done 
so. We feel that profiteering snould be stopped. In my opinion, all 
speculation in food products and hoarding them for higher prices 
snould bo stopped, even to the extent of eliminating exchanges in 
which this speculation is carried on. 

Mr. Winslow. The cost of living has been put up to Congress 
through private correspondence of the President with several Mem- 
bers of uongrcss, as one of the alternatives presented by those who 
feel they ought to have higher wages or its equivalent in lower cost 
of living. 

Mr. Morrison. Yes. 

Mr. Winslow. The executive department has rather indicated we 
ought to pass laws to meet the conditions, and I wanted to find out if 
you and your representatives, who have evidently given this great 
thought, had concluded as to whether or not the executives had done 
everything they could within the law as now enacted. 

Mr. Morrison. I believe that Congress should take action that 
would stop profiteering and stop speculation in food products and 
the hoardmg of food for sale under a higher rate at a later date. 

Mr. Winslow. Well, we are under war conditions now, as you 
understand. 

Mr. Morrison. Yes. 

Mr. Winslow. And you understand we passed the Federal food 
act and created a department of which Mr. Hoover was the head, 
and he had power to do all those things. Would it not seem as if that 
power ought to be enough, vested by Congress in this board, to clean 
up all these matters ? 

Mr. Morrison. Well, it does not seem to be functioning just now, 
and if it does not, it is up to Congress, as the representatives of the 
people, to devise ways and means whereby this profiteering is stopped 
ana speculation in food products is prohibited. 

Mr. Winslow. In the Washington Post this morning there ap- 
peared an editorial note which reads as follows: 

. Give everybody beer like the good old days and you'd see these strike clouds roll 
away in an hour. 

You would not want to indorse that, would you? 

Mr. Morrison. No, sir; I do not believe there is any particular 
product that would have any effect on the conditions existing in this 
country at the present time. I have never had occasion to drink any 
beer myself, and I have got along very well without it. 

Mr. Winslow. Have any accredited labor bodies, so far as you 
know, ever passed resolutions or otherwise indicated their intention 
to do unhappy and harmful things if beer were taken away ? 

Mr. Morrison. Such statements have been made in the press, 
but I do not think there is any organized body that has ever endorsed 
or taken such action. 

Mr. Winslow. Well, one more matter -and then I will conclude 
with you, Mr. Morrison. You spoke of your purpose of going before 
the public in political campaigns to educate the public properly and 
with a view to getting them to vote for such candidates of any party 
as would be apt to sympathize with you in your desires for certain 
legislation. 

Mr. Morrison. Yes, sir. 
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Mr. Winslow. I would like to ask you if you have over soon any 
real fruit born of that method of procedure in the past? 

Mr. Morrison. Good results ? 

Mr. Winslow. Yes. 

Mr. Morrison. Oh, yes; the political position of the Federation 
is very clearly defined, the political policy, in tho reconstruction 
program. It might bo worth while to read it, because it would 
only take four or five minutes and it would give j*ou an idea of just 
tho position we take politically and the political policy: 

In the political efforts, arising from the worker's necessity to secure legislation 
covering those conditions and provisions of life not subject to collective bargaining 
with empl overs, organized labor has followed two methods : One by organi '\ ng p olitical 
parties, the other by the determination to place in puMic office representatives from 
their ranks; to elect those who favor and champion the legislation desired and to 
defeat those whose policy is opposed to labor's legislative demands, regardless of 
partisan politics. 

The disastrous experience of organized labor in America with political parties of its 
own, amply justified the American Federation of Labor's nonpartisan political policy. 
The results secured by labor parties in other countries never have teen such as to 
warrant any deviation from this position. The rules and regulations of trade unionism 
should not be extended so that the action of a majority could force a minority to vote 
for or give financial support to any political^ candidate or party to whom they are 
opposed. Trade union activities can not receive the undivided attend m of members 
and officers if the exigencies, burdens, and responsi ilities of a political party are 
bound up with their economic and industrial organizations. 

The experiences and results attained through the nonpartisan political policy of the 
American Federation of Labor cover a generation. Tney indicate that through its 
application the workers of America have secured a much larger measure of fundamental 
legislation establishing their rights, safeguarding their interests, protecting their 
welfare, and opening the doors of opportunity than have been secured by the workers 
of any other country. 

The vital legislation now required can be more readily secured through education 
of tho public mind and the appeal to its conscience, supplemented by energetic 
independent political activity on the part of trade-unionists than by any other method. 
This is and will continue to be the political policy of the American Federation of 
Labor if the lessons which labor has learned in the bitter but practical school of 
experience are to be respected and applied. 

It is therefore most essential that tne officers of the American Federation of Labor, 
the officers of the affiliated organizations, State federations, and central labor bodies, 
and the entire membership of the trade union movement should give the roost vigorous 
application possible to the political party of the American Federation of Labor, so 
that labor's friends and opponents may be more widely known and the legislation v 
most required readily secured. This phase of our movement is still in its infancy. 
It should be continued and developed to its logical conclusion. 

Of course the time may come when the great organized body of 
workers may decide on some other policy, but just now our slogan is, 
"Elect our friends and defeat our enemies/' and wo go to the political 
parties and ask them to incorporate in their platforms the legislation 
we want. Wo go to the Senators — or to the candidates, rather — of 
the different parties, and we ask them whether they are in favor of or 
against our legislation, and we also intend that an active campaign 
be carried on next year to elect more labor men, men holding union 
cards, to the House of Representatives and to the Senate, with the 
idea, of course, that the man who is a member of a union, who has 
worked as a trade-unionist and as a worker understands better the 
needs of the worker than does the prosperous merchant or the lawyer 
or the doctor or the minister, without any reflection on the good 
intentions of any one of those who may be a candidate or may bo 
elected to office. 
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Mr. Webster. Mr. Morrison, I am vastly more interested in the 
definite aspects of the crisis with which the Nation is now confronted 
and in finning a specific for that condition than I am in any general 
policy which may bear on this problem more or less indirectly or in 
any general theory that may seem to afford a solution some time in 
the indefinite future, no matter how attractive or engaging the theory 
may bo. Now, I want to get back to a few of the definite things that 
we are considering. It has been stated both by yourself and by Mr. 
Stone, who preceded you, that organized labor appreciates that the 
cause of its present difficulty is the high cost of living. Is not that so f 

Mr. Morrison. That is true, sir. 

Mr. Webster. It is also admitted, with commendable frankness, 
by both yourself and Mr. Stone, that the solution for that problem is 
not to be found in an increase of wages, but, on the contrary, that 
that course will have the opposite effect, in that it will start in motion 
a new cycle which will find its reflection in an increased cost of living; 
is not that a fact ? 

Mr. Morrison. Well, that is not just as I understand it. I do not 
agree entirely with the fact that increasing the wages to the workers 
is not going to be helpful. The cycle will bo going on to a certain 
extent, but ono of the chief troubles now, in my opinion, is the 
profiteering. If that could be eliminated, and the hoarding of food 
for speculative purposes could be stopped, it would stem the tide of 
the increasing cost of living, and my position is that as the cost of 
living goes up, no matter how high, the wages of the worker should 
be increased accordingly, and that he should not bear any part of 
this increased cost of living. 

Mr. Webster. You and I are now engaged in the task of finding 
not a palliation of this condition but a cure. Now, since it is admitted 
that a cure can not be found by increasing wages, but that an increase 
in wages will increase the cost of living, must we not, in our search' 
for a cure, lay aside the question of an increase of wages and under- 
take to devise some scheme for reducing the cost of living ? 

Mr. Morrison. No; my position is that you should first give to the 
wage workers the increase to harmonize with the increased cost of 
living and then proceed to secure legislation that will prevent a 
further increase in the cost of living necessitating another increase 
in wages. 

Mr. Webster. In other words, you want us to engage simul- 
taneously in the task of increasing and decreasing the cost of living. 

Mr. Morrison. Well, that is predicated upon the position, or 
maybe it is your position that the whole cost of living is because of 
the increased cost of wages. I do not agree with that thought. 

Mr. Webster. Now, we have also been given to understand that 
the cost of living has proceeded to the acute stage, and that labor 
can not longer endure this condition of affairs, and that we must find 
an immediate solution of that problem. Now, you realizo that how- 
ever wise fundamentally the Plumb scheme may be, it will require 
a long period of time to acquiro the railroad properties of this coun- 
try, either by voluntary purchase or by condemnation, and a still 
longer time to put this plan into operation after they are so acquired, 
do you not ? 

lifr. Morrison. I do; but my position is that in the meantime the 
wage workers should be protected and should receive an increase that 
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would place them in the same position, at least, that they were in 
in 1914; that is, those that were receiving an American standard of 
wages. 

Mr. Webster. Now, it has also been conceded both by yourself 
and Mr. Stone that whatever other merits the Plumb plan may pos- 
sess, it is not a panacea for the high cost of living, and that while it 
may be one factor in solving that problem, it will not solve it in and of 
itself. I do not misquote you, do I ? 

Mr. Morrison. The idea is that it will solve it so far as the 
employees of the railroads are concerned, because they will get a wage 
that will permit them to live in reasonable comfort. 

Mr. Webster. Since it has been admitted that the Plumb plan 
can not be put into operation for some considerable time, and since 
it is likewise admitted that it will not cure the high cost of living when 
it is put in operation, and the high cost of living is now at the emer- 
gency point, do you not think it would be the part of good sense for 
Congress to lay on the shelf temporarily the Plumb plan and devote 
its energies toward the solution of this immediate condition by finding 
some immediate remedy, especially in view of the fact that the Plumb 
plan is revolutionary and experimental? I do not mean that in any 
offensive seneo. I mean revolutionary in the sense that it overturns 
the settled policy of this nation in relation to transportation ; experi- 
mental in the sense that it proposes a scheme that has never been 
tried out, in this or in any other country. Do you not think that 
inasmuch as it can not bo put into immediate operation, and that 
if it were in operation it would not afford a cure, before this country 
adopts that policy there should be afforded to the masses of the 
people of this country, regardless of class, an opportunity to express 
themselves upon this question? 

Mr. Morrison. Well, that reverts back to the first proposition, 
that Congress should devise ways and means so that the men working 
for the railroads should receive a wage that would meet the increased 
cost of living of 82 per cent since 19H, and we are here advocating 
the adoption by Congress of this bill known as the Plumb plan. 

Mr. Webster. Now, Mr. Morrison, in all the suggestions that have 
been made, and I have no doubt of their sincerity, we have had pre- 
sented to us the humanitarian aspect of this crisis. Surely organized 
labor does not want this remedy applied and restricted in its benefit 
solely to the members of your organizations, if some remedy can be 
found which will redound to the interest of every man, woman, and 
child in America, do you ? 

Mr. Morrison. The proposition, as I understand it, which is before 
your committee is this bill, and the high cost of living affects every- 
body, and I take it there will be some legislation and hearings on that. 
As I said, there was submitted to every Congressman here, at least 
at the last session, the reconstruction plan of the American Federation 
of Labor which they had adopted. If it had been followed, it would 
have been very helpful. There was no attention especially paid to 
it or any plan enacted by Congress to help in the demobilization or 
taking care of the unemployed. In fact, it seemed as if they wanted 
to find out just what was going to happen before any action was 
taken. Congress did not work out a proposition that would be 
helpful. In fact, they came pretty near taking away the United 
States Employment Service that was doing good work, the only 
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avenue that the Government had for taking care of the returned 
soldiers and unorganized war workers that had been dropped out of 
the various industries. I do not understand it. I have never had 
it explained why more interest was not taken to safeguard this great 
body of 6,000,000 people. 

Mr. Webster. You will agree with me that this is fair; that if a 
plan can be settled upon which will reduce the high cost of living and 
the benefit of that plan will be enjoyed by the j-eople of the country 
in common, that that would be preferable to the plan of increasing 
the wa^es of the railroad employees ? 

Mr. Morrison. The railroad employees have stated 

Mr. Webster (interposing). I wish you would answer that ques- 
tion. 

Mr. Morrison. I will answer that question in this way, which I 
think will be satisfactory. Sometimes it is very difficult to express 
just what you hav e in your mind. 

Mr. Webster. I know that. 

Mr. Morrison. And Congressmen when they make a speech 
revise it. 

Mr. Webster. And sometimes it is difficult to understand it then. 

Mr. Morrison. The proposition which I have in mind is this. I 
read in the papers that the representatives of the railroads went to the 
President and said to him, "If we can not get the cost of living re- 
duced, we will be compelled to ask for an increase in wages. Of 
course, my viewpoint is that there are hardly any of the employees 
that are not entitled to 30 or 40 per cent increase in wages. If the 
cost of living was reduced 30 or 40 per cent, the pressure for an in- 
crease in wages would be lessened. Men are asking and insisting on 
an increase in wages to-day and strikes are occurring throughout the 
country because the men have discovered that they can not live as 
they (fid before on the wages that they are receiving. They are 
striKingfor better was;es and better conditions. 

Mr. Webster. I still insist, Mr. Morrison, that you have not 
answered my question. My question was, if a plan could be devised 
which would reduce to the normal the present high cost of living and 
which would redound to the benefit oi the people of the country in 
common, would you not prefer that plan to a plan which affords 
relief only to the members of your organizations through increased 
wages? 

Mr. Morrison. The American Federation of Labor is working for 
all the workers. They desire that profiteering shall cease and also 
speculation in food products. Nobody is benefited by that except the 
few profiteers. We realize that if we can get cheaper freight rates, 
transportation rates 

Mr. Webster (interposing). That will be one factor in reducing the 
cost of living ? 

Mr. Morrison. Yes, sir; and we are here with a bill that we hold 
will do that very thing. 

Mr. Webster. Would you concede this, because you say that the 
laboring people ot the country can not long endure the present 
condition and it is apparent that this scheme could not be put into 
operation for a considerable time, that we should meet the task, if we 
can. by a more direct route— to draw on your imagination— if there 
could D6 devised some plan which would reduce the cost of living and 
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the benefit of that plan would be enjoyed in common by all the 
people and all classes of people, would not that bo a preferable plan 
to a plan which contemplated only the increase of the wages of the 
employees in the organizations for which you speak? 

Mr. Morrisoy. The employees and the workers are interested in 
the amount of foodstuffs that their wagos will purchase. If the cost 
of living is reduced 20 per cent it would be equivalent to an increase 
of 20 per cent. 

Mr. Webster. Mr. Morrison, are you reluctant in taking a position 
on a cpiostion of whether you are advocating reliof to a class or ad- 
vocating relief to the Nation? 

Mr. Morrison. No. I think that our minds do not meet. 

Mr. Websteu. That is quite apparent. 

Mr. Morrison. I really believe, from my viewpoint, that I have 
answerod your question, but you have got your mind fastoned on 
having "yes" or "no" rather than having an answer with an explana- 
tion. 

Mr. Webster. It seems to me that the question could easily be 
answered yes or no. 

Mr. Morrison. Let us see. If tho cost of living is reduce! 2D per 
cent, that is equivalent to an increase of 23 per cent, and it makes no 
diiference to them. 

Mr. Webster. That is equivalent to an increase of 20 per cent to 
your class, but it is also equivalent to affording relief to all of the 
people of the country, including your organizations ? 

Mr. Morrison. They do not believe that will relieve the burden. 
The increased cost of living will still continue. We want an increase 
in order to meet that. 

Mr. Webster. At the same time you are telling us that if we give 
it to you we will increase the cost of living by doing so ? 

Mr. Morrison. There is a proposition tnere as to what the in- 
creased cost will mean to the public. The plan which we have here 
wo hold will not increase the cost to the public, but will reduce the 
cost to the public; that is, the freight rates. 

Mr. Webster. For the purposes of the record, let me ask you this 
question: Do you, as one of the executive officers of organized labor 
in this country, decline to make a categorical answer to this question : 
Would you prefer to have tho present emergent condition of tho 
country, due to the high cost oi living, met by a plan which will 
reduce the cost in a way that will redound to the common people 
of the country, including all classes, as against a plan which contem- 
plates only an increase in salary or wages to the men whom you 
represent? Do you decline to answer that question? 

Mr. Morrison. No, sir; because I consider that I have answered 
it three or four times in another way. 

Mr. Webster. Do you decline categorically to answer it — yes 
or nor ? 

Mr. Morrison. No. I will say this; as I said before, we are in 
favor of legislation which will benefit all the people, and that will 
lessen the cost of living to all the people, but during the time that 
this plan is being worked out we have a remedy here that will assist 
in reducing the cost of living. 

Mr. Webster. The Plumb plan ? 

Mr. Morrison. Yes, sir. 
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Mr. Webster. You have just told me that it would require a 
long period of time to acquire these properties either voluntarily 
or by condemnation and to put in operation your plan, that the 
conditions are so acute that labor can not endure them any longer, 
and that they are now engaged in holding a referendum to determine 
whether to call an immediate strike ? 

Mr. Morrison. I did not make the statement as to tho immediate 
strike. 

Mr. Webster. Woll, a striko somo time in tho immediate future. 

Mr. Morrison. I have not that information. Tho angle is this: 
I do not want to get away from tho proposition, that no mattor what 
action you may take for the future, that the wago workers to-day 
who aro working must bo relieved of the increased cost of living that 
has been brought upon the poople as a result of the war. 

Mr. Webster. That is what i understood you to say. 

Mr. Morrison. That action must be taken so that those men will 
secure an increase. 

Mr. Webster. All right. 

Mr. Morrison. That is the proposition, but I want to say this, 
that the American Federation of Labor is ready and we have ho~o our 
reconstruction plan, we prepared it and sent it to overy Mombor of 
Congress, that will be helpful in bringing about a docrease in the cost 
of living if carried into effoct. 

Mr. Webster. Only a fow days ago the Presidont, with a yiow to 
supporting tho policy outlined by the Diroctor Goneral of Railroads, 
recommended to the Congress that a board be constituted for the 
purpose of making an investigation as to the reasonableness of tho 
present demand for an increase of wages for those working for the 
railroads, and if an increase is found to be proper that it findings 
shall constitute a mandate to tho Interstate Commerce Commission 
so to increaso present rates as to produco an adequate amount of 
monoy to cover the increase of wages. I notice in tho pross that that 
plan is not indorsod by organizod labor. What fault do you find with 
that, if you are looking for immodiato roliof ? 

Mr. Morrison. The fault would bo tho fact it would be a mattor 
of logislation in the future somo time. Thoy want immediate relief. 
They have been bearing the burdon sinco 1914. 

Mr. Webster. You do not moan immediate relief without any 
investigation of the justness of the demand at all ? 

Mr. Morrison. This matter has been discussed for months and 
months with the administration of the railways, with regard to the 
conditions, and the increase in wages. 

Mr. Webster. But you are engaged now in appealing to the Con- 
gress, and asking it to do just what you tell us to do. 

Mr. Morrison. Oh, no. You will probably have people come 
before you that will say that labor has got enough, and does not need 
anv more. 

Mr. Webster. I want to ask you this question. If it is assumed 
that the President and every department of the Executive branch 
of the Government are bending every effort, using every enorgy, in 
a sincere, honest effort to reduce the cost of living at the earliest 
possible date, and that both Houses of Congress are engaged in a 
similar task, can vou think of any benefit that will come to the 
country by the railroad brotherhoods calling a nation-wide strike 1 
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Mr. Morrison. Has anybody said that a nation-wido strikfc wou Id 
be called? 

Mr. Webster. No. I asked you if you thought any good would 
be accomplished by that. It is in the formative period now. I 
thought your opinion might be helpful in determining whether they 
are to call it or not. 

Mr. Morrison. Mr. Stone himself said, in making his statement 
here, that that matter had not been considered; that they were here 
for the purpose of having this plan adopted which, if adopted, would 
prevent almost any possibility of a strike. 

Mr. Webster. Well, I say now that, assuming that every Govern- 
ment official, regardless of the department of governmental activity, 
in which he may be employed, is doing everything within his power 
honestly and conscientiously to reduce the cost of living at the 
earliest possiolo date, can you conceive of any assistance that would 
be rendered in the performance of the task, or any benefit that 
would come, in calling a Nation-wide strike among the railroad em- 
ployees of this country ? If so, what conditions would you impose if 
the men walked out? You have stated that an increase in wages 
would not be the cure, and if both of the departments of Government 
are doing everything that they can do to relieve the burden of the 
high cost of living, what conditions would the men have to gain in 
order to induce them to go back to work ? 

Mr. Morrison. The fact of the matter is, the administration has 
not given to the workers the wage that they are entitled to since 1914. 

Mr. Barklev. You mean the Railroad Administration? 

Mr. Morrison. The Railroad Administration. There has been an 
increase in the cost of living of 82 per cont, Mr. Stone stated. I do 
not know whether he spoke for all the people or for the engineers, 
but thev only received 37 per cent. 

Mr. Webster. Now, Mr. Morrison, it has been very plainly and 
very frankly stated to this committee by Mr. Stone — whose senti- 
ments you seem pretty closely to indorse — that the laboring people 
are looking to Congress to meet this situation, and that they are not 
going to tolerate these conditions very much longer, and that if this 
Congress does not meet its request with respect to the Plumb plan, 
that an effort is going to be made to elect a Congress that will indorse 
its views. Now, just as a very humble member of this committee 
I want to be enually frank and state my position. I am perfectly 
willing to sit here and do anything within my power to afford your 
organization or any organization a fair and as intelligent consideration 
as I am capable of giving you; but I want it distinctly understood 
that I, as one member of this committee, will not be dominated or 
coerced by anjr threat, however va^uelv conveyod, as to what organ- 
ized labor is going to do to me as an individual if I do not do what they 
tell me to. 

Mr. Morrison. Let me make an answer to that. Wo have two 
great political parties, and if the Democratic Party does not do what 
the Republican Party thinks is right, they go to the people and try 
to convince the people that they should elect Republicans to office, 
so that the political program of the Republicans may be carried into 
effect. It the Democrats are in power and the Republicans desire 
certain things to be enacted, and the Democrats as a party will not 
agree to it, they go to the public and set forth their claims of what 
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is right and wron^ Your position as an individual— you can run as a 
Republican or a Democrat; of course it is not considered very good 
form to change from one party to the other; they generally tiy a 
secession movement first. As a body, the workers have just as 
much right to elect a man who is favorable to them, a man running 
on the Republican ticket or the Democratic ticket, whichever one is 
more favorable. We will say " Who is more favorable to our legisla- 
tion? Wo will vote for him. We will not follow our party affilia- 
tions." 

Mr. Webster. I am not challenging the right of organized labor 
to vote for anybody it pleases, but i am challenging the right of 
organized labor to attempt to control my vote as a Member 01 Con- 
gress by threatening me with what they are going to do to me if I 
do not so vote. 

Mr. Wills. Has anybody done that? 

Mr. Morrison. That is putting into the mouth of labor something 
that has not been said. Ii you are a Republican and elected as such, 
and you vote for Democratic measures, your party will not reelect 
you. 

Mr. Webster. That is true. Here is my feeling about this matter, 
Mr. Morrison. 

Mr. Morrison. Now, you are finding fault with labor 

Mr. Webster. I am finding fault. 

Mr. Morrison. For following the practice of the two political 
parties. 

Mr. Webster. My thought about this matter is this : That if the 
soldiers in the recent war were willing to put on the uniform of their 
country and go into rat-infested and vermin-infested trenches, fore- 
going all the comforts of life, and offer to sacrifice their health and 
their limbs and their lives on the altar of preserving this Nation, that 
I can at least forego my political career in that same cause, and have 
my life and my limbs and my health left. That is just the way I feel 
about it. 

Mr. Morrison. And organized labor has been advocating that Con- 
gress should take measures to protect these soldiers, to see that they 
get employment when they come back here, even to the extent of 
paying them for a year after they are demobilized, or until such time 
as they secure compensation on which they can live with reasonable 
comfort. 

Mr. Webster. That is all. 

Mr. Morrison. I want to say this — does anybody want to ask a 
question ? 

The Chairman. Mr. Sweet, of Iowa. 

Mr. Sweet. You presented this matter to the Director General of 
Railroads in regard to the increase of wages, did you not? 

Mr. Morrison. No; a committee from the railway department did. 

Mr. Sweet. Yes. 

Mr. Morrison. I was not with that committee. 

Mr. Sweet. When did they do that? About what time did they 
do that ? 

Mr. Morrison. The exact date I do not know. 

Mr. Sweet. Well, about how long ago ? 
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Mr. Morrison. Well, I heard one of the members state that months 
ago they advised the administration that if there was not an increase 
of wages there would be considerable trouble, and urged it. About 
the first of the year, I am informed — lots of time to have taken action. 

Mr. Sweet. Was that in the nature of a hearing? 

Mr. Morrison. No. I think that the committee was just ap- 
pointed and called upon them. 

Mr. Sweet. Was there arv evidence talon? 

Mr. Morrison. Why, I think not. I thftik it was just where they 
went and appeared before the director general and called his attention 
to the necessity for an increase in wages. I have never had occasion 
to be before them, but I question whether he went to the trouble of 
taking it down as a regular hearing. Ho may, but I do not know. 

Mr. Sweet. Was it presented in writing or simply verbally to tho 
director general ? 

Mr. Morrison. You will get that from the railroad men, but it is 
always presented in writing I am informed. 

Mr. Sweet. That record is obtainable, is it? 

Mr. Morrison. Yes, sir; you can get it from the railroad men. 
There will be some of them nere. 

Mr. Rayburn. You say, I believe, that the cost of living since 1914 
has gone up 82 per cent, about? 

Mr. Morrison. About that; there are some places where it has 
gone higher than that. For instance, in Baltimore it is 86 or 84 per 
cent. 

Mr. Rayburn. And you want to increase the wages up propor- 
tionally to the increased cost of living ? 

Mr. Morrison. Yes, sir. 

Mr. Rayburn. The question I want to ask you is this: If at this 
time, when lhing costs are high, we increase wages, or wages arc in- 
creased up to this full 82 per cent, and the cost of lhing is subse- 
quently reduced, say, 20 per cent, would you be willing then to 
recommend a 20 per cent decrease in wages ? 

Mr. Morrison. If the standard of the workers was an American 
standard at the time the increase took place, I think it would bo 
favorably considered by the workers. 

The Chairman. This concludes the hearing, Mr. Morrison, and wo 
will not be able to start with Mr. Plumb this afternoon. 

Mr. Morrison. I would like to say just one word, if you would lot 
me? 

The Chairman. Very well. 

Mr. Morrison. Representing the American Federation of Labor, 
an organization that believes in collective bargaining and the car- 
rying on of the work of the organization in a regular, lawful manner, 
a peaceable manner, we have come before this committee with no 
threats. The agitation for the election of such men to office as repre- 
sent our views must not be taken as a threat by the representatives 
in Congress, or the representatives on this committee. It is not so 
intended. It is simply the lawful, legal manner in which great issues 
are fought out, and the fact of the nlatter is that what we want to 
do is to educate the Representatives to our way of thinking, and I 
am sorry that the idea has been injected in here that there has been 
anybody coming with threats, either of a strike or of decapitation of 
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a man who is a Congressman. But this fact remains, that there is 
unrest; that the men are not receiving the increases that they should 
have; and the fact remains that great bodies of men have struck in 
this country despite the efforts of the officials, and there comes a 
time in the history of the workers, irrespective of their organization, 
when the burden is too heavy, and when that time arrives you may 
expect revolution, so far as they are concerned, to the extent at least 
of striking for the conditions that they desire. 

Mr. Webster. How do you reconcile your statement that you are 
trying to educate and enlighten the Representatives who are, at least 
temporarily, charged with the responsibility of meeting this matter, 
when, in answer to one of mv questions, you said that vou had been 
urging upon the Railroad Administration the matter of this increase 
for some time, and urged that as a reason why there should be no 
delay by Congress in providing a congressional plan to investigate 
the justice of your claims? 

Mr. Morrison. In this way. We are here on a specific bill, and I 
am speaking to that, but the Federation stands for increase in 
wages to meet the increased cost of living for all workers, organized 
and unorganized, and we advocate that throughout the breadth of 
our jurisdiction. 

Mr. Webster. I want to say to you that I am just as ready as 
any Member of this Congress to give organized labor or unorganized 
labor anything that they are justly entitled to receive, as much so 
as any man in this Congress, but I wan t^ to be advised, I want to act 
upon the matters presented upon my intellect and upon my con- 
science, and I want to have time for action, # and I do want to have 
an opportimity to exercise whatever of conscience or intellect I have, 
unembarrassed by coercion or intimidation, and I propose so to have 
it. 

Mr. Morrison. And I will say that I will help you do that, because 
we do not want Congressmen that can be coerced to do that which 
they do not believe is right, and we do not want autocratic employers 
of labor in this country coercing our wageworkers and forcing tnem 
to work long hours and under conditions that thev should not work. 
That we shall resent. We want free men, men that will be able to> 
give voice to their consciences,' and I am with you. We will assist 
in educating your conscience, if it is not right with us now, so that it 
will bo. 

The Chairman. The committee expresses its appreciation to 
Messrt. Stone and Morrison for the testimony they have presented. 
Recess until 10 o'clock tomorrow morning. 

(Whereupon, at 4.50 p. m., the committee adjourned.) 
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Committee on Interstate and Foreign Commerce, 

House op Representatives, 

Thursday, August 7, 1919. 

The committee met at 10 o'clock a. m., Hon. John J. Esch (chair- 
man) presiding. 

STATEMENT OF MB. GLENN E. PLUMB, GENERAL COUNSEL 
FOB THE ORGANIZED BAILWAT EMPLOYEES OF AMERICA, 
WASHINGTON, D. C. 

The Chairman. The committee will now hear Mr. Plumb. Give 
your name and address and whom you represent. 

Mr. Plumb. Mr. Chairman and gentlemen of the committee, for 
the record my name is Glenn E. Plumb, now of Washington, D. C. 
I appear as general counsel for the organized railway employees of 
America, consisting of tl^e organizations named by Mr. Stone yester- 
day, I will not repeat the names of the organizations unless the 
committee so desires. 

In the presentation of my testimony I have divided it into four 
parts. First, a presentation of the economic principles upon which 
the bill is founded, a discussion of the existing system, the evils to 
be overcome, and the remedy we suggest. 

That much cf my argument I should like to present as a whole and. 
then be subject to cross-examination thereafter, if the committee so 
desires. Then I should like to take up the bill, if the committee so 
desires, paragraph by paragraph, and discuss the bill. Of course, in 
that matter I assume that cross-examination might occur as we 
proceeded on the features of the bill. 

This will get the bill and my explanation before the committee. 

Then I want to take up an analysis of the other plans that have 
been presented, and during that analysis I should like to present that 
as a whole, subject to cross-examination thereon after the analysis is 
concluded. 

In addition, as the concluding part of my argument, I want to' 
make an announcement now that will explain the last portion. 

During this week and since your honorable committee requested 
me to appear in order to present the case of organized labor with 
respect to its bill for public ownership and democracy in control of the 
railroads, there has come into the possession of the railroad brother- 
hoods and 10 affiliated railway labor organizations of the American 
Federation of Labor a state of facts never spread before the American 
people or submitted to the jury of public opinion. These facts tend to 
show that the wrecking and looting of the New York, New Haven & 
Hartford Railroad, the Chicago & Alton, the Rock Island System, and 
the Frisco lines are not sporadic examples of the highway robbery to 
which the American Nation has been subjected as to its public trans- 
portation highways. Leading directly irom Wall Street and from 
the banking nouses controlled directly by the Morgan and Rockefeller 
groups, these facts show that there has proceeded a systematized 
plundering of virtually all of the public transportation highways of 
the United States. 

We believe that a Congressional investigation will reveal that not 
one railroad system dominating any part of the 254,000 miles of rail- 
road in the United States but has suffered and is suffering, in degree 
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if not to the same extent, from carefully deliberated manipulations 
of the sort that have wrecked and ruined the railroads I have men- 
tioned. It will reveal with emphasis the truth of the words recently 
uttered before the bankers of Missouri by Elihu Root: "Surely some 
provision must be made to prevent the continuance of the steady 

Srogress toward bankruptcy of the railroads which characterized the 
ecade before the Government took possession, in 1917." It will 
reveal that these interests are asain gathering their forces of private 
and secret control and seek, after having gained from Congress a 
sanction to rehabilitate their railroad properties at public expense, to 
begin again and follow through its corrupt and wicked cycle the sys- 
tematized plundering and looting of the public and the public interest 
in the Nation's highways. 

In view of the gravity of this situation, and in order that we may 
have the benefit of their counsel on behalf of the public in presenting 
our statement to Congress and to the American people, the 14 affil- 
iated railway labor organizations through ex-Congressman Keat- 
ing and mvself are summoning to Washington a national conference 
on railroad contrdl. . 

On behalf of the public we are inviting to participate in this con- 
ference as members of the joint national committee on railroad 
control, Frank P.: Walsh, formerly joint chairman of the National 
War Labor Board; Joseph W. Folk, of Missouri; Raymond Bobbins; 
John Lind, of Minnesota; Edward F. Dunne, of Chicago; Dr. Edward 
W. Bemis; Felix Adler; Gov. Allen, of Kansas; Julia C. Lathrop, 
and Judge Walter Clark, of North Carolina;. Frank P. Walsh, 
Judge Walter Clark, Edward F. Dunne, Joseph W, Folk, ajid Dr. 
Edward W. Bemis have already accepted, and with others who may 

Jfet accept, will meet here with the representatives of organized 
abor on Saturday, of this week. Every response to our invitation 
to participate in this national conference on democracy in railroad 
control has' been afccompanied by a wholehearted acceptance of the 
basic principle expressed in President Wilson's message at the con- 
vening of this Congress, wherein he declares for "the genuine democ- 
ratization of industry, based upon a full recognition of the right of 
those who work, in whatever rank, to participate in some organic, 
way in every decision which directly affects their welfare in the part 
they are to play in industry/ ' and for a " genuine cooperation and 
partnership based upon real community of interest and "participa-, 
tion in control.'' 

In view of this, action by the affiliated labor organizations which I 
represent, and on behalf of organized labor and the public, I will 
therefore ask to reserve this information which is in our possession 
until it can be properly prepared and submitted to the jury of Con- 
gress and of public opinion. 

I will say that that is now being prepared and at the close of the> 
three formal parts of my presentment, I shall present to this com- 
mittee specific, definite charges, giving names, dates and amounts, 
so that there may be definite information, vouched for by all of the 
2^000,000 of railroad employees, upon which this committee may 
be justified in asking for a full and complete congressional investiga- 
tion. 

Now, if I may, I shall sit during the reading of this argument. 
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The discussion yesterday extended very widely over the entire 
field of economics. There was also a wide discussion of the extent 
of the interests which we represent. I shall state, so that the record 
will show, definitely just what interests are here and their extent. 
Then I wish to discuss the economic principles which were involved in 
yesterday's examination in the way in wnicH thev have been pre- 
sented to the labor bodies, so that you may have their point of view. 
I do not say it must necessarily be your point of view but so that from 
their point of view you may be able to see this bill as it 6hall be 
presented. Without that preliminary discussion a great deal of time 
would be wasted, in that you would not know the position from which 
these men viewed the problem. 

These organizations number upward of 2,000,000 men employed 
in railway transportation. They include all of the classified employees 
with the exception of, possibly, 10 per cent, or 200,000 employees, 
and the 20,000 official employees. Nine-tenths of all of tne men 
engaged in railway transportation operations are embraced within 
these organizations. 

In addition to these men so employed upon the railways, the 
great American Federation of Labor at its national convention at 
Atlantic City in June of this year, has indorsed the plans submitted 
by the railway operatives for the reorganization of the railway indus- 
try, and instructed its executive council to cooperate with the railway 
employees by every legitimate means to procure the enactment of this 
plan into law. 

This vast army of producers is not divided. They present no 
conflicting plans, no diverse theories for the solution of this problem, 
but appear before you a united^ force profoundly convinced of the 
economic soundness of the principles upon which their plan is built, 
imbued with the crusaders' spirit to support the principles upon 
which their faith is founded. 

The chairman of this committee in opening the hearings stated 
that the only bill so far introduced was H. R. 4378, the Esch- 
Pomerene bill. This bill, as I gather from reading it, does not pur- 
port to deal with the ultimate solution of the railway problem, and 
does not provide for a return of the railroads to their private owners, 
and certainly, it was not intended to provide for Government owner- 
ship and operation or a continuance of the existing governmental 
control. Yet I find that the most prominent headline of the report 
of the hearings appearing on the cover is, " Return of the Railroads 
to Private Ownership." The progress of recent events has brought 
us face to face with a crisis of tremendous importance. The con- 
stantly rising cost of commodities to the consumer has far out- 
stripped the purchasing power of the consumer's wage. This differ- 
ence between earning power and spending power oi the great mass 
of the workers has compelled a corresponding lowering of the stand- 
ard of existonce. This is an influence entirely hostile to the interests 
of humanity, and to be resisted by all the powers of mankind. 

Such resistance is inevitable. Human nature can not do otherwise 
than oppose the universal lowering of the standard of living. To 
avoid the deprivations which loss of purchasing power necessarily 
inflicts, the nrst natural reaction is the demand for increased pur- 
chasing power through demanded raises in wages, yet this demand 
is acknowledged to be futile, because such increase in cost of produc- 
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tion is immediately more than reflected in the increased cost of com- 
modities. 

In answer to this firat reaction— demand for increased wages— 
we now find a hundred thousand railway employees refusing longer 
to render their services for these constantly diminishing returns. 
This manifestation of revolt is but symptomatic of the entire industrial 
situation. It is not unrest that confronts us, it is revolt because of 
industrial conditions no longer to be borne. 

^ Tne situation is so serious that although the House of Representa- 
tives had properly resolved to recess for five weeks' vacation, in a 
single day in response to the request of the Chief Executive that 
resolution is set aside. The session continues for the sole purpose 
of investigating the causes and discovering remedies for this situa- 
tion which at any moment may be beyond control. 

The plan which labor presents had been prepared after a most 
careful study of the economic situation existing, the causes of the 
present evils, and the proper correctives to be applied. The faulty 
system may be improved by the regulation, but regulation of a sys- 
tem long unprincipled merely delays its ultimate collapse. It is 
not constructive. It lays no foundation for solid progress. It 
palliates but does not cure. 

We already number in the support of labor's plan approximately 
6,000,000 adult producers — about one-sixth of the productive man 
power of the United States, perhaps the same proportion of the politi- 
cal power of the Nation, and a financial power which few comprehend. 
Those employed on the railways alone represented in this movement 
receive as their annual compensation for the investment of their life 
and labor upward of two and a half billion dollars a year — two and a 
half times the amount of compensation paid for the use of the money 
invested in railways. 

It is claimed by those who represent the financial interests before 
this committee that they have investments of approximately 
$20,000,000,000 in this industry. On this they receive a return of a 
billion dollars a year. How shall this investment of money be com- 
pared with that investment of life and labor that receives a return 
of two and a half billion dollars a year? By what standard can they 
be compared which gives to the investment of life a value less than 
that allotted to the investment of dollars ? In the words of Samuel 
Gompers, labor is not a commodity; it is human life. By what 
reason can the interest of things exceed in value the interest of 
human beings ? He who speaks of the interests of property as con- 
sisting of rights which the property possesses dissociated from the 
human right of ownership reasons falsely. Our Government, 
founded upon our Constitution, deals with individuals, not with 
things. It is not with the interest of capital with which we have to 
do but with the human interests involved in the ownership of 
capital by human beings. The human beings who own the dollars 
invested in railways are comparatively few in number— probably 
not more than one or two hundred thousand different individuals 
are so directly interested as security holders in our national railways. 

Let me interject there, it has been reported in the hearings before 
both the House and the Senate committees that there were 640,000 
holder of securities. An investigation of that statement made bv 
the Interstate Commerce Commission reveals that every individual! 
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corporation, association, or other holder who may own stock in tw'o 
or more companies in that list is set down as two or more holders, so 
that- the 640,000 holders of railway securities . contains an infinite 
number of duplications. The Pennsylvania Railway Co., for instance, 
has more than 340 different holdings of securities, and in that list of 
640,000 the Pennsylvania appears as 340 holders. The same thing 
is true of all of the holders in that list. There is furnished by the 
Interstate Commerce Commission an analysis of the holdings of 
railway securities so far as disclosed by their records, and in that 
analysis it appears that the railroads themselves own more than 48 
per cent of the outstanding stocks of all of the railway companies, 
and it also appears that the individual holders of securities reported 
to the Interstate Commerce Commission, those individuals being 
women, children, widows, and orphans, hold only two and a fraction 
per cent of the outstanding securities. I would suggest that r an 
mspection of that report made by the Interstate Commerce Commis- 
sion might be of great value to this committee. 

The Chairman. We have # all received copies, Mr. Plumb. 

Mr. Plumb. Indirectly, a great number of human beings are affected 
by the value and return allotted to railway securities, but no more 
affected by the value and return of these securities than they are 
similarly affected by the value and return of an equally large number 
of other securities with an equal number of individual owners. 

According to the information given out by Director General Hines, 
1 ,700,000 employees of the railways of the United States in the three 
last national loans subscribed and paid for upward of $410,000,000 
worth of bonds. The figures for the first two war loans are not avail- 
able, but it is reasonable to assume that these same men subscribed 
at least $200,000,000 for the first two loans. If this assumption be 
true, then they are the holders of upward of $600,000,000 worth of 
Government bonds, bearing interest return of from 3$ to 4J per cent. 

The other labor organizations indorsing this movement, numbering 
an equal number of men, employed in industries paying equally high 
wages, doubtless have subscribed to an equal amount, for I assume 
that the railroad employees possess no higher amount of patriotism 
and self-sacrifice than the great body of organized labor associated 
with them. 

These wage earners, as bondholders, together with the other indi- 
viduals in the community who have subscribed to the Liberty loans, 
are closely scrutinizing tne course of events in Congress on railroad 
matters with an intelligence equal to that of the banking interests. 
We are deluged with inquiries in regard to this matter. 

Put yourself in the place of a man owning $2,000 worth of war 
bonds which he purchased at par. He notes that there are pending 
before Congress many propositions whereby the public is asked to 
guarantee either in rates or returns an interest of not less than 6 
per cent upon $20,000,000,000 of outstanding railway securities, which 
now have a market value not exceeding $13,000,000,000. He hears 
it claimed by those urging this guaranty that a return of not less than 
6 per cent will place these securities at par and provide a market 
where many seeking investments can be induced to serve the public 
in return for the further issuance of such securities. Such a guaranty 
will mean an advance in value of from $13,000,000,000, their jyesent 
value, to $20,000,000,000, their par value. 
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Would you not ask yoursdf what effect this would have upon the 
bonds which you held, on which the same Government had guaran- 
teed only 3£ to 4£ per cent ? Would you not believe that such action 
merely transferred from the market value of war bonds to the market 
Value of railroad securities, six or seven billion dollars ? Would you 
not believe that your Government bonds, if the desire of the railroads 
and the financiers was fulfilled, would be quoted at the average of 
present railway securities while the railway securities would be 
quoted at the present market value of Government bonds ? 
. This committee may suggest a satisfactory answer to the question 
of these Liberty bond holders, but it must be an answer that will be 
satisfactory to trillions of widows and oprhans, to every life-insurance 
company, savings-bank and trust company, and to every holder of 
these bonds who has paid for them at par and who will not witness 
their fallen values with any sense of satisfaction or with any feeling 
that his sacrifice has been entirely justified foi* the preservation of 
the Government that could work such iniquity. His sense of injury- 
will also be deepened when he realizes that the securities to which his 
value has been transferred do not in every case, in fact, admittedly 
in many cases, represent an equivalent sacrifice by the ones to whoih 
they were initially issued or by the one in whose nands they are now 
held. 

The representatives of railway executives, the railway security 
holders, and the United States Chamber of Commerce appearing 
before you have asserted that they speak for half of the citizens of 
the United States as being interested in maintaining the value and 
the credit of railway securities. By what basis they reach this con- 
clusion I can not tell; but they assert that savings banks, trust com- 
panies, and life insurance companies have large investments in railway 
securities; that every depositor in such a bank, every holder of a life 
insurance policy, add everyone in anyway affected by the net assets 
of such institutions are represented by them. If 50,000,000 people 
are indirectly affected by the market value of 20 billions of railway 
securities held by 200,000 individuals, how many people are affected 
by the market value of 20 billions of Government bonds held directly 
by 22,000,000 individual subscribers ? 

And to what extent are the holders of life insurance policies and 
depositors in savings banks interested iri~sceing that the assets of 
those institutions afe not damaged by shrinkage in th6 market of 
Government bonds which they hold ? I should blush if I asserted 
that only half the citizens of the United States were so interested in 
preserving the credit of this vast volume of securities representing our 
national debt. However, many of the fifty millyma which Mr. 
Warfield says he represents as being directly and indirectly affected 
by the credit of railway securities will not told him responsible for 
the outcome. Likewise a great percentage of the holders of Govern- 
ment bonds and those indirectly affected by Other bonds will not 
hold me responsible for the outcome, but this committee and this 
Congress can not avoid its responsibility to the holders of both 
classes of securities, and in order to face that responsibility must 
accurately judge the extent of these conflicting interests and the 
equities of the position which each interest possesses. What I have 
said is merely to impress upon this committee the momentous 
character of the interests which I am now representing. 
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^ Never before have so many individuals united in a single presenta- 
tion, and if the value of a labor investment be calculated by the 
return which it receives, in the same planner in which a capital invest- 
ment is determined, then that labor investment, measured financially, 
approximates a value of $50,000,000,000. 

In addition to that, at least 4,500,000 citizens through their labor 
representatives appear here as capitalists owning a large proportion 
of the national debt and seek to have their interests as such owners 
likewise considered and justly protected. Never before have so 
many capitalists appeared before Congress to assert their interests in 
any capitalistic venture. 

The plan for the reorganization of the railroad industry which we 
present is intended to protect all interests with absolute justice, with 
equality for all and privilege for none. It is based upon the best 
study of existing economic conditions which we have been able to 
accomplish. An understanding of the plan requires that we should 
submit to you that analysis of the economic conditions which we 
have made so that you may have before you the basis from which 
our couclusions have been drawn. I hope I may therefore be par- 
doned for a short presentation of this analysis: First, of the funda- 
mental interests in industry; second, the economic conditions which 
now exist; third, the evils of the existing svstem; fourth, a correct 
analysis of the property rights which have been granted to the cor- 
porations owning these highways; and, fifth, may then present the 
plan expressed in the bill which is now pending before you. 

1. The fundamental interests involved in industry. Now, I use 
some definitions. " Industry," as used in this discussion — and that 
is the meaning of industry as I use it here — I wish to limit to those 
socialized industries which are now based on either a grant from the 
Government itself or upon a privilege of monopolistic nature. I do 
not include in this statement industries carried on by individuals 
under the competitive system without the aid or grant of privilege — 
I use the word only as applied to those fields of production which have 
become socialized— and now I want to define the word "socialized" 
as I use it. By "socialized" I nxean industries which require great 
aggregations of workers, each performing a small fraction of the task 
of production and where the finished product is the result of oombined 
cooperative, productive effort. 

The word "socialized" was used here yesterday in a sense which 
we do not attach to that word as meaning the ownership by Govern- 
ment of an industry and the control of that industry by the Gov- 
ernment. I do not use the word "socialized" with that meaning 
at all. I deem that an industry is socialized when it can only be 
carried on by a grant of society and by organizations which elim- 
inate individual effort or competition. It is a function of sooioty 
when it has rexched that development, regardless of its ownership 
or management, and it is in that sense and that sense alone that I 
speak of "socialized" industries. 

There are three basic interests in every such industry. The first 
interest is that of the public, which I define as the demand of the 
public for the products of that industry. It is the need of society 
ior those things essential to its existence which are produced alone 
by the organized, socialized, productive efforts of those engaged in 
meeting this demand. Without the existence of this demand of 
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society, that industry could not exist; without this demand capital 
would have no field for investment, labor would have no opportunity 
for employment. With either one of these three fundamental 
interests lacking the other two could not exist within that field of 
production. 

The second interest is the interest of capital. Capital is nothing 
but the unexpended surplus of past human effort which is now 
available to furnish the tools for present human effort. It is essential 
to every organized industry in that it furnishes the tools for produc- 
tion without which the demand of society for the products of industry 
could not be satisfied and without which labor or human effort could 
not find employment. The third fundamental interest is that of the 
wage earner or producer. It includes all of those employed in pro- 
ductive efforts in those industries which have been socialized. 

That includes ont only the man who works with his brawn, but the 
man who works with his brain — all productive effort in that industry. 
This constitutes the third interest which I have termed the interest 
of the wage earner. 

The wage earner represents the human effort which must be ap- 

Elied to these means for production, without which capital could not 
nd investment and secure its returns and without wnich the needs 
of society for the products of industry^ could not be satisfied. 

These are the three fundamental interests in industry, each as 
essential to the existence of industry as the other. Therefore they 
are eaual and must have equal opportunity, protection, and authority. 

2. The economic conditions wnich now exist. Under the existing 
system the owners of capital have monopolized the control of in- 
dustry and in their monopoly they have denied the public — that is, 
society — any voice in the management of industry. 

They have likewise denied to labor as the producer any voice in 
its management. 

Nevertheless, both the public as the great body of consumers, and 
labor as the producing element in society, have an interest in in- 
dustry each eaual or superior to that 01 capital. I say superior, 
because capital by itself does not mean present human effort. It 
means control only of things, tools, materials, and means of pro- 
duction. It does not mean in itself the expenditure of any human 
qualities whatsoever, whereas labor does mean the present expend- 
iture of human effort and the consuming public also represents an 
existing human demand. Those two elements, therefore, I deem of 
superior primary importance, but that does not mean that the 
third element, capital, does not have just demands. The owners of 
capital for the service which they render are entitled to absolute 
protection of that which they place at the service of society both 
as to the integrity of their investment and the return they are to 
secure upon it. Now, as I said, the owners of capital have denied 
to the consuming public and to labor any voice m the control of 
the industry in which that capital was employed. Nevertheless the 
public has sought to protect its interests by legislation imposing 
regulations upon the owners of capital. As applied to the railways 
the public through legislation has said to the owners of capital who 
were controlling the management of the industry: "You may not 
acquire your property except for the purpose of serving the public. 
You may not equip your property as you desire but with due regard 
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to the safety of those who use your service and those who furnish 
the service. You may not charge for your service whatever you 
desire, but onlv such charges as may be determined to be reasonable 
by an impartfal judicial tribunal," The public has even gone so 
far as to say: "You may not fix the hours or wag.es of your em- 
ployees. ' You may not compel your employees to work more than 
so many hours a day and you may not pay less than so much for 
the service rendered." AH these regulations on the part of the 
public are limitations upon the monopolistic control which the 
owners of. capital previously exercised over that industry and are, 
indirectly, a participation of the jxublic in the control of industry, 
but it is only a limited and negative participation. 

Labor as the producing element in society having also a funda- 
mental interest in the conduct of the industry in which it was em- 
ployed and being denied any voice in the control of the management 
of that industry by the owners of capital employed has sought 
means to make its voice effective in the control of management. 

The labor employed in the railroad industry may now be said to 
be completely organized. 

. The purpose of this organization is twofold. First, to secure 
,-for its members a greater share in the profits of production by de^ 
manding increased wages ; second, to secure greater safety and free- 
dom from accident by demanding safeguards, shortening of hours, 
insurance against diseases and accident by the adoption of mechanical 
devices' and improvements. These demands of labor like the de- 
mands of the public have been limitations upon the control of opera- 
tion by the owners of capital. 

These owners of capital have resisted the enforcement of such 
demands even to the extent of denying to the producers the right of 
employment and to further share m the industry even by working 
for them. That is the lockout — the right to discharge without 
cause. This conflict has been marked by decades of strikes, lockouts, 
.and blacklists. The owners of capital have relied upon the military 
t arm of government to protect their interests devoted to public service 
against the demands of labor. Labor has enforced its demands by 
the power of its organization and its ability to inflict losses upon the 
owners of capital by its temporary refusal to cooperate with such 
owners in further productive efforts. 

The owners of capital have resisted the demands of the public 
made through legislation. This resistance has been by refusal to 
comply with such regulations in which event the public has resorted 
to the police power to enforce its interests and to the courts for the 
♦enforcement of such legislation. Tliis is a condition of industrial 
warfare. Under such a system there can be no harmony between 
the three fundamental interests. Each is on guard to protect its 
own without regard to the interests of others, each seeking to obtain 
any advantage that circumstances permitted at the expense of the 
other interests, but each relying upon the power of might as the 
ultimate arbitor- in all disputes. 

The continuance of such a system can be based only upon a govern- 
ment which can provide the might to enforce the demands of that 
interest which at the time controls the government. A democratic 
government instead of controlling such an industrial situation is con- 
trolled by one or the other of tnese warring fundamental interests 
and so can no longer function as true democracy in government. 
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< * We elxist under governments. We live by industry. To preserve 
demooratic government we must extend to that by which we live the 
same power of democratic control which we exercise in the erection 
of the government under which we exist. That industry has advanced 
under such conditions where the public, meaning the consumer, labor, 
meaning the producing element of society, and capital, meaning that 
human element controlling the tools of industry; have been in continual 
warfare, gives fair indication of what our advance might have been 
had these interests worked in harmony with due respect for the rights 
of each, with equal authority in the control of management and with 
equal responsibility one to tne other. 

I have above announced the three fundamental interests which 
exist in industry. These interests, however, are common to all citi- 
zens in the community. Every individual citizen is affected by at 
least, two of these interests, and" all by one, for all citizens are con- 
sumers. Most citizens are producers. Those who consume and do 
not produce are either beggars or capitalists. Many who produce are 
also capitalists. I have already shown that 1,700,000 of the wage 
earners on the railroads, producers, are capitalists in that they hold 
Government securities. Many of those who hold investments in the 
railroads, also, serve the industry in some capacity. It is said that 
many of the organized employees on the Pennsylvania system also 
hold stock in that system. Many official employees on all railroads 
are the owners of railroad securities. So that these three interests 
ere commingled in the great body of citizens. Likewise all producers 
are consumers; and again all consumers are producers, except those 
who live by charity or those who live on interest alone. All of or- 

Sanized labor are consumers, and it is the failure of producers in in- 
ustry to recognize their interest as consumers that had made the 
efforts of organized labor ineffectual in securing for its membership 
a greater share of the. profits of the industries in which they are 
employed. Let me illustrate: 

Suppose that the shoemakers were the first producers to organize 
industrially, so that all men who were engaged in the production of 
shoes as wage earners organized and demanded a larger share of the 
profits of that industry by an increase in their wage. Assume that 
the employers for whom they worked granted this increase, and 
immediately added this increased cost of production to the price of 
shoes, together with a profit on that increase. The consuming 
public, all who bought shoes, would pay this added cost, together 
with a profit to the manufacturer, and the wage earners would receive 
an increased wage. This would be an excellent thing for the shoe* 
makers. The success of their organization would the next day 
induce the garment workers to perfect a like organization, and 
increase their wages accordingly, laying a further burden upon the 

?ublic, in which burden the shoemakers would begin to bear a share, 
'he success of those employed in these two industries would im- 
mediately induce the packing-house employees to perfect a like 
organization and receive like benefits. Tne benefits the public 
would pay — in the paying of which shoemakers and garment workers 
would share. The cycle of all socialized industries being completed, 
those employed in those industries now find that every advantage 
which they have gained as producers they pay for as consumers, 
paying not only the advantage which they have received but also a 
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profit on that advantage to the owners of the capital employed in 
production. Tois cycle being completed, the owners of the capital 
alone have benefited. Wages have been increased, but all com- 
modities which the wage earners must purchase have been more than 
correspondingly increased in price by the profit demanded by the 
owner of capital upon the increased cost of production. Under such 
a system earning power can never overtake buying necessity. But 
the necessity of purchase always outstrips the power of buying 
exactly by the profit demanded on the increased purchasing power, 
and to the extent of the profit compounded by each intermediate 
handling and transportation of the commodity. ^ ' 

This constantly growing difference between necessity for buying 
and ability to pay must be compensated by a lowering of the level 
of existence. In no other way can the sheet be balanced, and man- 
kind not only here but the world over refuses to accept that balance 
Bheet. Organized labor now realizes that further advances in wages 
at the expense of a cqst of living exceeding that of the values received 
are wholly futile. Equally, organized labor realizes that to correct 
this vicious system the interests of both producers and consumers 
must be protected ; that the great increase in the productive power 
of human effort should be reflected equally in increased earning 
power of those who produce and the decreased cost of the commodity 
so produced. 

In order to affect the price of all commodities by advances in 
wages to those who produce, then it would be necessary to complete 
the entire cycle of industrial production. An advance to the shoe- 
makers is reflected only in the advanced price of shoes. It does not 
affect any other commodity. But with transportation the situation 
is quite otherwise. The cost in transportation is reflected in the 
price of all commodities, whether transported or not. The consumer 

Jays the freight on everything that he consumes, although it may 
e produced next door, and may never have passed over any line 
of transportation. Heretofore railroad rates have not been advanced 
universally. A commodity rate is advanced here, a classification 
rate advanced there, and only those commodities affected by such 
local advances reflect the increased cost in their price. But with the 
coming of the war a 15 per cent advance was allowed by the Inter- 
state Commerce Commission, covering all rates and all commodities, 
and reflected the next day in the purchase price of everything by 
which we live. Later the director general again advanced these 
rates 25 per cent. This advance was again immediately reflected 
in the price of commodities, and the cost of living. 

The wages earned by those who produce constitutes the great 
bulk of the purchasing fund of this Nation. When the price of all 
commodities is advanced, due to an increased cost of transportation, 
and the wage fund is not correspondingly increased, the difference is 
exactly reflected by a restriction in the amount of commodities con- 
sumed. This soon reacts on the producing agencies. They provide 
a restricted output to correspond with the restricted demand. This, 
again, restricts the wage or purchasing fund, and the cycle of restric- 
tion endlessly repeats itself, until we find production stifled, industry 
in stagnation, unemployment, and inevitable political and social 
revolution. 
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Reverse this vicious system. Reduce rates. The costs of all 
commodities are then reduced accordingly. The purchasing power 
of the wage fund is then correspondingly expanded. A greater 
volume of commodities is consumed. The demand on industry is 
increased. There follows a wider field of employment, which, in 
turn, increases the wage or purchasing fund of the community. 
This must inevitably follow, unless the savings of the cost of trans- 
portation, instead of being reflected in the price of commodities, are 
appropriated to swell the volume of profits of those who control 
capital. Insure the savings effected by a reduction in rates to the 
consumer, and you will have tinned the tide that now threatens to 
overwhelm us. 

Can this be done without depriving the owners of capital of any 
of thoir lawful or vested rights? As applied to railroads, this can 
easily be done. For the prpnerty rights which exist in railroads are 
based entirely on grants which the public made to the holders of such 
privileges. Only that which has oeen granted becomes a private 
interest; that which was not granted remains a public interest. 

To demonstrate this principle requires an analysis of the property 
rights which have been granted to private owners in the railways of 
the United States. 

The private interests in railroads analyzed: There are certain 

{principles now well recognized and indisputable. These principles, 
or clarity, I announce as follows: 

(1) Railways are public highways. 

(2) The construction, maintenance, and operation of public high- 
ways is a function of the Government. 

(3) Railroad corporations are merely agencies permitted by the 
Government to exercise this function. 

(4) The State retains full power to regulate the use and operation 
of its delegated function. 

(5) The corporate agency exercising said delegated governmental 
functions takes all its rights, powers, and privileges subject to the 
limitations imposed by the laws under which it is created. 

(6) Such corporate agency can not claim against the public, its 
grantor, any rights, properties, grants, or franchises not expressly 
conferred by its charter or the laws under which it operates. 

It is upon these recognized established principles that our entire 
theory of valuation rests. This is nothing but tne determination of 
what rights have been granted, and the value of those rights. 

Railways are public ^highways. This has been so held from the 
beginning of railroad history and now will not be disputed. True, as 
said in tne case of Olcott v. Supervisors, 83 U. S., 678, they are to 
be used in a particular manner. It is the manner of their use alone 
that distinguishes them from other public highways. The manner 
of that use is prescribed by law, as stated in the Illinois constitution, 
and all citizens utilizing these highways are by law required to use 
them in the particular manner which the law prescribes. 

The manner of the use so prescribed has provided that the title 
to these public highways should remain in the corporation creating 
them, upon condition that such title shall by the very terms of its 
acquisition be subject to dedication to the public for highway pur- 
poses. All railroad properties acquired under such charter limita- 
tions were dedicated to the public for highway purposes by the very 
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fact of acquisition, no matter by what means they were acquired. 
If acquired by condemnation, the very exercise of the sovereign 
power of eminent domain devotes the property so acquired to the 
public use forever. If acquired by a grant made by any sovereign 
power, that grant designates the use to which they are to be made 
and preserves the public easement over such lands for highway pur- 
poses. If acquired by deed, purchase, or contract from private 
owners, as between the corporation and the private owners, such title 
passes as the owner possesses or chooses to grant, but as between 
the State and the corporation, the lands are dedicated by their 
acquisition to the public, and all that remains to the corporate owner 
is a fee which gives to it a right of reversion in case the public should 
abandon or neglect its easement. 

That reversionary fee in the hands of the corporate owner has rio 
more value than a like fee remaining in the hands of the private owner 
whose lands have been taken by condemnation. The right of the 
public to use these lands obtained by deed from private owners is 
just as complete as it is to those lands obtained through the exercise 
of the power of eminent domain. The public easement over all lands 
and properties acquired by such a corporation is complete, perfect, 
and perpetual. By recognizing that these instruments of transporta- 
tion are public highways, we immediately recognize that no private 
interests can exist therein except those which have been granted by 
the public. All interests not covered by the grant remain a part of 
the public interest. 

In determining the value of private interests in these public high- 
ways, we are to allot value only to the interests that have been 
granted. We may not include in such a valuation any estimated 
values inherent in the property that are not within the terms of the 
grant. The total value of the railroad includes not only the value 
of the private interests but the value of the public interests. Private 
value can not be exranded without a corresponding diminution in 
the value of the public interest. 

It has been often said that railroads are private properties subjected 
to the public use. A much truer statement is this: That railroads 
are public properties in which private interests exist. 

I nave, theretofore, in the hearings before this committee in Janu- 
ary, 1918, quite fully discussed this theory of charter and statutory 
limitations upon the interests held in railroad companies in the public 
highways which they operate, and will not repeat that argument here, 
as I deem it to be before this committee. 

I assume that is so, Mr. Chairman, is it not ? 

The Chairman. Yes; I think testimony on the subject was given 
before the Senate committee in February. 

Mr. Plumb. This was a \ear ago last January. 
t The Chairman. Under tne Federal control act ? 

Mr. Plumb. Under the Federal control act. I placed a day's 
testimony before the committee on this question of charter limita- 
tions, which 1 have not here repeated. 

Without discussing in detail just what rights do constitute private 
interests in railways, I would state that our bill does not attempt to 
determine these rights, but requires only that all of the rights which 
have been granted to these corporations by their charters and which 
have accrued to them thereunder shall be ascertained and deter* 
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mined; that this shall be done by an orderly procedure before a body 
created for that purpose and subject to judicial review. Tnat, in 
the determination of such value, this body shall not take into account 
values inherent in the properties which were not conveyed by the 
grants to the corporations owning and operating such properties. 
That such unconveyed va^es should be deemed a part of the public 
interest in these railways, for which no compensation should be paid. 

Now, that is the direction to the body which we create, and if that 
direction does not accurately state the law, then that direction will 
be held to be illegal by the court, because the action of this body is 
subject to judicial review. We do not for one moment contend that 
we can by legislation to-day deprive any coipoiation of the value 
of any right, privilege, or interest that it has secured under grant 
made to it and that has become vested, and our bill does not attempt 
to deprive any corporation of the value of anything which it now pos- 
sesses. It simply directs a scrutiny* to be made as to what it does 
possess, and to reject from the' valuation those elements of value in 
the propery in which the public has an interest and that inhere, in 
the public interest and that were not conveyed by the grants which 
the public have made. 

Again considering these properties as public highways, it has always 
been the law that the owner of a public highway could recover from 
the public as compensation for its use only its value at the time it was 
dedicated to that use. 

In condemnation proceedings either payment or provision for pay-, 
ment must be made before the use accrues to the public, but if the use 
once accrues and vests in the public, compensation is measured by 
its value at the time the use vested. Under all railway charters. the 
right of the public to the use of the property vests at the time the. 
corporation acquires the property. From that moment all power of 
disposition over the property by its owner ceases. By disposition I 
mean the power of alienation. Railroads may not merchandise their 
properties in any manner so as to free them from the public easement. : 
They may dispose of the private interests which have been granted 
to them, i. e., the right to hold title, to control and operate, and to 
charge the public for their service, but they may not sell their prop-" 
erties as do other merchandisers of commodities so as to pass a free 
and unrestricted title to the purchaser. This limitation is provided 
in the charters. They are authorized to acquire, real and personal 
property for their corporate use, i. e., the construction, maintenance, 
and operation of the railway, and to sell the same when no longer 
useful for that purpose. The power to sell arises only when the use 
ceases. So long as it is needful for the use of society it can not be 
sold. Of course, that does not mean that you must have a legislative 

frant to sell personal property when it is no longer useful, because a 
eed is not necessary to such a conveyance. Possession or delivery of 
possession conveys title. The corporation may determine when ite 
personal property is no longer useful, and may then dispose of it, but 
it may not dispose of its land without legislative consent. There 
must l>e some legislative action that removes the public easement 
before a title to land acquired for highway purposes may pass to> 
another freed from the easement. But if the railroad company 
offered for sale its cars and rolling stock which were essential to the 
transportation business for which it was incorporated and which the 
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public needed, then does anyone doubt that such a disposal of its 
property could be immediately stopped by the State or Government ? 

Property held by such a title has no value in exchange. It has 
only value in use. Exchange value being eliminated, it is only value 
in use that may be determined. To show how effectually exchange 
value is eliminated let me illustrate: The possessor of private prop- 
erty in which inheres value in exchange can reduce that value to pos- 
session only by parting with either the title or possession of his 
property. Value in use and value in exchange can not possibly be 
enjoyed by the same person at the same time. The enjoyment of 
one value precludes the enjoyment of the other. This is in the nature 
of things, not by reason of any man-made law. Yet the* owners of 
these railroads claim the right to enjoy as a proprety right value in 
exchange, while retaining both title ana possession of their properties 
and utilizing value in exchange as the basis for determining value 
in use. 

This is a wholly inconsistent position. It would give to the owners 
of these properties an advantage not possessed by the owners of 
private property, a special privilege for a certain class of owners 
which could not be justified under our Constitution. 

There is no way in which the law concerning public highways can 
be made consistent with the law concerning private property. 
Property can not be both wholly public and at the same time wholly 
private. It may be partly private and partly public, in which event 
the extent of the private interest can not exceed that which the 
public have granted. 

Take now our bill — Mr. Sims's bill now pending before the com- 
mittee embodies the legislative method for perfecting the plan which 
labor suggests. 

Now, if the committee so desires, I can take up the bill paragraph 
by paragraph and go through it with the committee, or I can take up 
the bill and announce the general principles upon which it is con- 
structed and then reply to questions, whichever method seems best 
in the view of the committee. 

.The Chairman. I think perhaps that it might expedite the hear- 
ings if the latter method was pursued. 

Mr. Sims. Have you finished your preliminary statement ? 

Mr. Plumb. I have finished my economic statement, and if the 
committee desires to cross-examine me on that, I would be glad at 
this time to answer any questions. 

Mr. Sims. I would like to suggest that the latter part of your 
statement may be involved or connected with what you have just 
stated. Therefore, would it not be best to continue with your 
statement until you finish it ? 

The Chairman. I think you had better finish your statement, 
Mr. Plumb. 

Mr. Montague. May I be permitted to make an observation, 
Mr. Chairman? 

The Chairman. Certainly. 

Mr. Montague. The term that is in common use here, "cross- 
examination," is, I think, erroneous. 

The Chairman. If we use the word in a derogatory sense 

Mr. Montague (interposing). We are not cross-examining wit- 
nesses. It may be an examination in chief, perhaps, or it may be a 
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direct examination. Sometimes it may be a cross-examination, but 
merely asking a gentleman some questions when he is making a 
statement is not cross-examination. That term suggests the idea 
of hostility toward the witness. 

Mr. Sanders of Indiana. You would simply be asking for informa- 
tion. 

Mr. Plumb. I accept the amendment. 

Mr. Montague. I did not mean to apply that to you, but that 
term has been employed ever since I have been on tne committee, 
and it is not the correct use of the term. 

Mr. Plumb. I have simply followed the language that was used 
when I came before the committee a year ago. 

Mr. Sanders of Indiana. Cross-examination is a compound word. 

Mr. Plumb. I really think that the term "examination" is 
preferable. 

Mr. Sanders of Indiana. Or interrogation. 

Mr. Plumb. This bill begins with definitions, and I will read some 
of those definitions in article 1, section 1, because they are necessary 
to an understanding of the bill : 

Section 1. That for the purposes of this act the term "transportation properties" 
is defined to include all of the private rights, titles, property interests, powers, and 
privileges existing in any railway, light railway, or less than standard-gauge railway, 
canal, waterway, or inland navigation facility, harbor, or dock undertaking in the 
United States and its possessions, together with all rolling stock, plant, appliances, 
or equipment, whether fixed or movable, that form any part of such properties. 

Then we define "corporation owners" as including any corporation 
interest in such transportation properties, individual owners — that is, 
any group of individuals, association, or copartnership not incor- 
porated owning an interest in such transportation property. [Read- 
ing:] 

That the term " compensation " is hereby defined as being the amount of money 
representing the value of the rights, title, or interest of any corporate owner or individ- 
ual owner in any transportation property above defined. 

In section 2 we provide that on a day to be fixed, it being left 
blank [reading] — 

There shall be vested in the United States every right, title, interest, and privilege, 
granted by the United States or underthe laws of any State or territory of the United 
States, or its possessions, to any corporate or individual owner of transportation 
properties, the acquisition of which is by the railways board of appraisement and 
extension (the establishment of which is hereinafter authorized) deemed necessary 
for a unified national system of post and military roads and as a means for the regula- 
tion of commerce between the states, and for affording facilities for locomotion and 
transport. 

That provides for the immediate vesting in the United States of 
all private interests in these public facilities so selected by this board 
as being necessary for a unified system. Now, I know that it is quite 
popularly supposed that the Government has no power under our 
Constitution to take such property without first making compensa- 
tion. I wish to differ with that view, although I pay due respect to 
the eminent counsel who hold the contrary opinion. Private pro- 
perty may not be taken for public uses under our Constitution without 
first ascertaining and providing for compensation. The language is 
"ascertaining and providing/ ' but there is one great exception to that 
rule. 

129405—19— pt 5 6 
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Private property that has been devoted by its owner to a public 
use may be taken and the compensation determined thereafter. 
These private properties are held subject to public use. They were 
devoted to that use at the time they were acquired, and that is the 
consent of the owner to such use of the property. When, as to the 
property so held, the State or the Government or the sovereign power 
in taking the title, provides a forum for the determination of fair 
compensation and the means for the payment of that compensation, 
the Constitution has been compliod with. Otherwise, the sovereign 

Eower that created those corporations as servants of the public would 
ave created a master of the public with power even greater than that 
of the sovereign that croated it. 

Now, we provide for this railways board of appraisement and 
extension. After giving the power to tho President to issue such 
orders as may be necessary to carry the bill into effect, in section 3, 
page 4, we create the railways board of appraisement and extension. 
This board is to be composed of the members of the Interstate 
Commerce Commission, and three added members from the board 
of directors of the corporations that we have creatod in tho bill, one 
member to represent tho public, one the omployoos, and one the 
managements, to bo added to the nino members of the Interstate 
Commerce Commission. 

Now, on this matter, I want to say that if any better method for 
the determination of compensation or any better body can bo devised, 
we will be only too glad to help in devising it, but we deem that the 
Interstate Commerce Commission, having already expended some 
millions of dollars in ascertaining the value of these rights and having 
accumulated a fund of information which it would take years yet to 
accumulate, is possessed of knowledge and information that can not 
be thrown away or disregarded or transferred to some other body. 
That body is in existence; it has collected this information which now 
is largely classified, and which the chairman stated yesterday Mr. 
Prouty had said might be completed by 1921. So tnat there is a 
tremendous task already accomplished. The addition of the other 
three members to that commission we suggest as being an essentia] 
addition* so that we would have added to the commission the men 
most skilled in the management of railways, the men most skilled 
in the determination and the adjustment of labor questions, and we 
ought to have men from the public most skilled in the need of the 
public for transportation; so that there would be somo element added 
to the fund already accumulated that would be of value in the 
determination of those questions. Now, we empower this board to 
do everything that may be necessary for that determination; to 
employ agents and employees to aid it, just as the present Interstate 
Commerce Commission is authorized to use its employees for the 
valuations. No doubt the same force of men could be utilized, if 
the Interstate Commerce Commission should find it advisable so to 
do. The fixing of compensation is left with the chairman and the 
Secretary of the Treasury of tho United States. 

I now read from section 3 of article 1 , page 4, beginning with line 20 : 

That said appraisement board is hereby empowered, authorized, and directed to 
investigate, ascertain, and determine the amount of compensation to be paid by the 
United States to the corporate and individual owners of the several transportation 
properties title to which is hereby vested in the United States, and also to investigate, 
ascertain, and determine the compensation to be paid to the owners of said properties 
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or auxiliary plants or facilities for manufacturing or repairing, purchase, and dis- 
tribution of stores and supplies which may hereafter be deemed necessary or expedient 
in the operation or extension of transportation properties so acquired by and vested in 
the United States under the provisions of this act. 

I think that requires no explanation. 
Section 4, article 1, page 5: 

That in the determination of the amount of compensation to be paid to the corporate 
and individual owners of transportation properties so vested in the United States 
the appraisement board shall ascertain the value of all the rights, property interests, 
powers, authorities, and privileges granted in and acquired under the charters of the 
several corporate owners and the laws under which they operate and the grants made 
to individual owners owning or operating such properties. 

That all' values not included in the grants made in the charters of the corporate 
owners or the laws under which they operate or in the grants made to individual 
owners shall be regarded as values retained by the public in the public highways 
of the United States and not subject to compensation. 

Mr. Montague. May I ask a question, there, Mr. Chairman, if Jto 
is agreeable to Mr. Plumb ? 

Mr. Plumb. Certainly. 

Mr. Montague. The saving clause or the reserving clause begin- 
ning on line 17, "all values not included in the grants made," what 
values have you in mind as not included in the preceding portion of 
that section ? 

Mr. Plumb. I will answer that question directly in just one sen- 
tence. It is claimed by the companies that they have a great many 
rights. They have not shown any grants on which the right was 
based. For instance, they claim that they enjoy as a property right 
the value of all lands now held by them for transportation, that value 
to be determined by the value of adjoining land, multiplied by some 
factor which represents the cost of acquisition. That is the value 
which they claim. Now, if that be a value which has been granted 
to them, if their charter is broad enough to include that vlaue, it 
certainly belongs to them; but if it is not broad enough to include 
that value, then it is a value retained by the public; and our purpose 
here is to direct that this body shall investigate the grants made and 
shall scrutinize each claim oi value to determine whether or not it 
has passed by the grant before allowing it. Then that raises the 
question for judicial review, which may be raised by either side, so 
tnat the court must pass upon that question as to whether or not 
that was a property interest or a property value which had been 
granted or had been retained. 

Mr. Montague. I do not know that I clearly understand you. 
You mean the increased value or the decreased value of the right of 
way should or should not be considered ? 

Mr. Plumb. I mean exactly that, that the increase in value 

Mr. Montague (interposing). Or the decreased value. 

Mr. Plumb. Or the decreased value 

Mr. Montague (continuing) . Of the actual land included in its right 
of way should not be considered ? 

Mr. Plumb. Should not be considered. 

Mr. Montague. What about the physical properties placed upon 
that right of way ? 

Mr. rLUMB. That has no increase or decrease either. 

Mr. Montague. Suppose there is one single track in the charter, 
but they are given the privilege to improve their nroperty, and sub- 
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sequent there is a double track or three tracks or four tracks, would 
it be of less or more value, or should that be considered ? 

Mr. Plumb. The cost of the additional improvements? 

Mr. Montague. That is what I asked you and you said that should 
not be considered. 

Mr. Plumb. No; I did not intend to say that. 

Mr. Montague. I misunderstood you. 

Mr. Plumb. I do not intend at any time to question the validity 
of a single dollar that has been put into the actual service, but the 
rising value of lands adjoining, not subjected to this public use, does 
not measure the value of the use in those lands. 

Mr. Montague ; Yes, I understand your position on that. 

Mr. Plumb. And an increase in the price of steel rails made 10 
years ago 

Mr. Montague (interposing). That is analagous to what is com- 
monly termed the unearned increment. 

Mr. Plumb. The unearned increment never was conveyed by those 
grants. 

Mr. Montague. I just wanted to catch your full viewpoint. 

Mr. Plumb. Yes. 

Mr. Montague. You would not take anything relating to the 
development of the physical property and costs incident to that 
development ? 

Mr. JPlumb. Yes ; all costs incident to the development is included. 

Mr. Montague. Is included in the value? 

Mr. Plumb. Yes ; all costs incident to the development. 

Mr. Sweet. And the value is to be determined as of the day when 
the grant was made? 

Mr. Plumb. No, Congressman; the value is to be determined as of 
the day the thing was acquired. It is acquired under a grant that 
may have been made 50 years ago, but the interest did not vest until 
the acquisition. If they buy a locomotive to-day under a charter 
80 years old, like the B. & O., the public have no interest in that 
locomotive until to-day when it is furnished. 

Mr. Sweet. Then your answer is, as of the time when it was 
acquired? 

Mr. Plumb. As of the time it was acquired. 

Mr. Montague. Mr. Chairman, if Judge Sweet is through, 1 would 
like to ask one other question which I omitted. The language is, 
"all values/ ' it i3 in the plural, and you have stated one which we 
shall term for brevity, the unearned increment of the values of the 
land or the rights of way — have you in mind any other values, Mr. 
Plumb ? 

Mr. Plumb. Yes ; I have. 

Mr. Montague. Will you exhaust that. What other value have 
you in mind to be included in this reservation which should not 
receive compensation ? 

Mr. Plumb. I will be glad to exhaust all I can think of, but I 
might subsequently think of some more. Take, first, the unearned 
increment in lands, that we have disposed of. 

Mr. Montague. Ye3; 1 do not want to repeat that. 

Mr. Plumb. Then the rise in the prices of labor and materials can 
not affect the value of labor and materials previously furnished at a 
lower cost. Let me illustrate: For many years I was accustomed to 
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purchasing rails at $22 a ton, subsequently at $28 a ton, and now I 
believe they are quoted around $41 to $45 a ton. That advance in 
the price of rails to-day has not increased the value of the public 
use of the rails purchased at $22 a ton, and they ought not to have 
any value in the structure on the basis of cost to-day; but if they have 
to be replaced on the basis of cost to-day, then an additional invest- 
ment has gone into that property measured by the difference between 
the original cost of the rails replaced and the cost of those going in 
to-day, and that must be treated as increased investment. 

Mr. Montague. Would you or would you not favor the actual cost 
of rails, no matter what that cost i8? 

Mr. Plumb. Certainly I would, modified, again, however, by the 
element of depreciation, because there must have been applied 
sufficient funds to have maintained the integrity of the investment, 
and if there has been a lack in that regard, the Supreme Court has 
said it is equivalent to a withdrawal of investment. But, provided 
there has been due maintenance, then originally, in every event, 
whether it be high or low, that must be included in the value allotted. 

Mr. Montague. Then you would not pay for an increase in value 
but you would pay for a decrease in value ? 

Mr. Plumb. Certainly. 

Mr. Montague. Have you any other item in your mind ? 

Mr. Plumb. Broadly speaking, the unearned increment in land, 
the increased or decreased unit prices of labor and material, I believe, 
cover every element that can be urged; but the application of those 
principles would develop a large number of specifications which I 
shall not attempt to outline. But if those principles are adopted, 
the application in every event can easily be made. 

Mr. Montague. You think thev would cover all the details? 

Mr. Plumb. I think they would. 

Mr. Montague. Or subdivisions? 

Mr. Plumb. Yes. 

Mr. Raybubn. Mr. Plumb, let me ask you this question: Suppose 
a railroad either under a grant given to a railroad or otherwise had 
bought land at 80 cents an acre to build a railroad upon it, there is 
nothing to prevent them boring a well and striking oil. What is 
going to become of that oil well ? 

Mr. Plumb. That was decided, Congressman, in the Santa Fe 
right-of-way oil case by the Supreme Court, where they held that 
under the charter of the Santa Fe Railway Co. it acquired these lands 
only for transportation purposes, and it did not acquire the oil under- 
neath, and the owner of the land from whom the rigrht of way had 
been acquired recovered from the Santa Fe Right of Way Oil do. the 
value of the oils which it produced, it having obtained tha right to 
drill for oil from the Santa Fe Railway Co. 

Mr. Raybubn. But suppose there was nothing at all in the charter 
that might preclude a thing like that? 

Mr. Plumb. Suppose there was nothing in the charter? 

Mr. Raybubn. Yes. 

Mr. Plumb. If the charter is silent, then no grant passes, because 
no corporation gets anything by the silence of its grant. It gets only 
that which is expressed. 
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Mr. Bledsoe. Mr. Chairman, I would like to suggest that the 
gentleman bo asked where that caso is, which resulted in any such 
conclusion of law as that stated. 

Mr. Plumb. I will be glad to furnish that. 

The Chairman. Please -insert that in your hearings. 

Mr. Plumb. Yes. 

Mr. Rayburn. I had in mind a situation in Texas rieht now with 
reference to school lands, and other grants that had been made by 
the State, and I do not think the Supreme Court of Toxas has held 
that. 

Mr. Plumb. I do not think the Supreme Court of Texas has either, 
but I do not believe the question has boon presented to tho Supreme 
Court of Texas? 

Mr. Montague. I did not catch that. 

Mr. Plumb. I say, I do not think tho question has been presented 
to the Supreme Court of Toxas. 

Mr. Rayburn. The question of the school lands has been presented 
to tho Supreme Court of Texas, and my opinion is that they have held 
just exactly the opposite. 

Mr. Plumb. I should think they would in the question of school 
lands, because there 

Mr. Rayburn (interposing). What about this Santa Fe case you 
are talking about now. 

Mr. Plumb. As I remember that case, the Santa Fe, I think, was 
running through Oklahoma, and leased to the Santa Fe Rieht of Way 
Oil Co., or some such name as that, the right to drill for oil within the 
rfeht of way of the Santa Fe Railway Co. It proceeded to drill for 
oil and found oil, and the owners of the adjoining lands, from whom 
the Santa Fe had obtained its right of way, brought suit to recover 
the value of the oils so taken from the Santa Fe Right of Way Co., by 
its lessee, and recovered on the ground that the title of the Santa F© 
was not broad enough to give it the right to take oil from land which 
it had acquired for right-of-way purposes. 

Mr. Rayburn. What about the land that they were granted and 
that they are not using for right-of-way purposes ? 

Mr. Plumb. That is a different question entirely. 

Mr. Rayburn. Has that question been finally determined ? 

Mr. Plumb. It has not. Now, Congressmen, I want to make this 
suggestion to you, because it is a suggestion that has not vet been 
presented to a court, and I am going to take the Southern Pacific Rail- 
way Co. as an example. The Southern Pacific Railway Co. is incor- 
porated under the laws of Kentucky. It owns a fow square feet of 
property in Kentucky, but no railways there. Under its charter, 
and under tho constitution of Kentucky, it may not own any land 
except for railway purposes, yet it has received grants of vast mil- 
lions of acres from the Unitod States and from States in the south- 
western territory, not for railroad purposes, but areas of land to aid 
it in the construction of railways, and those lands it holds as a private 
owner would hold them, although by its charter it is specially pro- 
hibited from any such holding; nut the capacity of that railroad com- 
pany to receive such a grant has nover been tested and has never 
been urged in any of the fights concerning its title to southwestern 
lands, but there is no reason why any State official or any Federal 
official, being interested in the subject on behalf of a State, or the 
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United States, should not urge that limitation, and there is a question 
that has not been passed upon. 
Mr. Raybubn. Your belief then is that if the grant is silent on this 

i>oint, or says nothing about it, that when a right of way is cstab- 
ished the right of the transportation company goes only to its use 
for transportation. 

Mr. Plumb. I believe so. The Supreme Court said that in Blair v. 
The City of Chicago, repeating a dozen former decisions running 
back to the Dartmouth College case. 

Mr. Montague. I imagine you base that upon the general principle 
that when property is acquired by Government authorization, 1>y 
purchaso or condemnation, for a given easomont, any use or disposi- 
tion of that property other than to perfect or to carry out that ease- 
ment is not within the original grant? 

Mr. Plumb. Exactly. Now, in the Blair case, I wish I could quote 
the language of the court, I can come pretty nearly doing it — there is 
no such thin" as a silent grant. If a charter be silent about a power, 
that power does not exist. 

Mr. Raybubn. I did not say anything about a silent grant: I said. 
"If it were silent on the point/; 

Mr. Plumb. Yes; but that is the very point. If something is 
claimed under a grant, and in that grant there is silence as to that 
claim, then that claim does not exist. 

Mr. Raybubn. Of course as a general proposition that is true. 

The Chaibman. You may proceed, Mr. Plumb. 
. Mr. Plumb. In section 5, article 1, page 5, we authorize the ap- 
praisement board to agree as to the amonut of compensation to be 
Eaid, "provided, that in such agreed compensation no amount shall 
e included as compensation for the values not included in the 
grants made in the cnarters of such corporate owners or the grants 
of rights and privileges made to such individual owners. ,, 

Then we provided that in the event the appraisement board fails 
by a majority to agree — with itself; that is, not with the corporate 
owner — then the chairman shall fix the amount, and such finding by 
the majority or its chairman shall be final and conclusive, and 
binding, on all parties, subject, however, to the right of judicial review 
hereinafter provided for. 

Now, of course, in case there should be an agreement between the 
appraisement board and the corporate or individual owner, there 
could be no appeal and no judicial review. So that in the case of 
such agreement we direct the board not to include the values of any- 
thing not granted, just as we do in the other, but we have no right 
of review if they make an agreement. We are bound by it subject 
to that direction. 

Mr. Montague. Suppose the amount found under such an agree- 
ment is so flagrantly unjust to either party, no matter if one is satis- 
fied with it, should not the public have some right or something to say 
about it ? 

Mr. Plumb. If it was unjust to the corporate owner and he is 
satisfied with it, the public could not complain. If it was so fla- 
grantly unjust to the public and the owner is satisfied with it, that 
certainly involves such a degree of fraud as would vitiate any agree- 
ment. 
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Mr. Montague. In other words, the mistake must be so manifestly- 
gross as to imply fraud ? 

Mr. Plumb. Yes. Of course, any such agreement may be cor- 
rected for mistake or for fraud. 

Mr. Montague. What I had in mind was this, and of course, it is a 
very extreme case, that there might be collusion between the parties. 

Mr. Plumb. That certainly would destroy the efficacy of the agree- 
ment. 

Mr. Montague. If you can establish it f 

Mr. Plumb. If you can establish it, and in such matters where 
we have the entire Interstate Commerce Commission and three men 
selected in the method we suggest, I can not imagine how we could be 
better protected against collusion or fraud; and if there were collusion 
or fraud with such men, the purchase price of such collusion or fraud 
would be so enormous that we could not fail to establish it. 

Mr. Sweet. Going back to the question we had up a moment ago. 

Mr. Montague. If you will pardon me, Judge Sweet, and allow 
me to continue a moment. In the event of the failure of the men to 
agree among themselves, the chairman of the board fixes the amount. 

Mr. Plumb. Yes. 

Mr. Montague. Who would be that chairman ? 

Mr. Plumb. The board elects its own chairman for such term as it 
may prescribe. 

Mr. Montague. So it might possibly be that this one man would 
determine that ? 

Mr. Plumb. But then there is a right of appeal if he determines it. 

Mr. Montague. I understand that. 

Mr. Plumb. He can not determine it on agreement. 

Mr. Montague. I am not speaking of the justice or the injustice 
of the finding, but it is possible that this one appraiser, together with 
the corporate owner, could determine the value of the property ? 

Mr. Plumb. Yes; and if he did determine it unjustly, one-naif of 
the board has been there to scrutinize his dealings and to dissent 
from such determination. 

Mr. Montague. They have no right of review, though, have they? 

Mr. Plumb. Perhaps we ought to give them the right of review. 

Mr. Montague. Tnere is no right of appeal in that case unless 
you can come in and show fraud, or sometiimg of that sort. 

Mr. Plumb. If it were deemed advisable, I do not see why in the 
case of a chairman's decision, there should not be the right of appeal 
on the part of the board. It seems to me that might be justifiable. 

Mr. Montague. I beg your pardon, Judge Sweet, I just wanted to 
follow that particular line. 

Mr. Sweet. In Iowa, in many instances, railroads have acquired 
strips of land upon which they operate their roads. 

Mr. Plumb. Yes. 

Mr. Sweet. And they have acquired them by warranty deed 
without any restrictions whatever. 

Mr. Plumb. As between the owner and the railroad company? 

Mr. Sweet. Yes; as between the owner and the railroad com- 
paany. Now, by what method would you determine the value of 
that property? Would it be the amount that was paid by the rail- 
way company t 
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Mr. Plumb. The actual amount paid by the railway company 
with its costs of acquisition, for those are all expenditures — 1 am 
assuming honestly and prudently made, for the purpose of construct- 
ing this highway. Now, by such a deed, the owner parts with his 
right of reversion to the corporation and under its charter it has been 
authorized to acquire that right of reversion, but that right of 
reversion is of no more value in the hands of the railroad company 
than it would be in the hands of the adjoining property owner. It 
was merely to facilitate the acquisition of property for this public 
service that the corporation was authorized to acquire the entire 
title from the private owner, but when acquired, it became subject 
to the public easement in exactly the same manner as property 
acquired by condemnation. 

(The committee thereupon took a recess until 2 o'clock p. m.) 

AFTERNOON SESSION. 

At the expiration of the recess the committee resumed its session 
The Chairman. Mr. Plumb, you may proceed. 

STATEMENT OF MB, GLENN E. PLUMB, GENERAL COUNSEL 
FOB THE ORGANIZED RAILWAY EMPLOYEES OF AMERICA, 
WASHINGTON, D. C— Resumed. 

Mr. Plumb. Mr. Chairman and gentlemen of the committee, sec- 
tion 6, Article I, page 6 

Mr. Rayburn (interposing). Mr. Chairman, do I understand that 
it will be the policy to let Mr. Plumb go along through the bill and 
then ask questions, or to ask questions with regard to the sections t 

The Chairman. I think it would be well to permit Mr. Plumb to 
go on and explain the bill and then for the members to call attention 
to anything which they consider essential. 

Mr. Rayburn. You mean when he gets through? 

Mr. Chairman. Yes, sir. 

Mr. Plumb. I might suggest, if it is agreeable to the committee, 
that I believe we would save a lot of time in going back and picking 
up points if as we took up each paragraph members who wish to 
interrogate as to the paragraph would do so; we would get a more 
consecutive thought, perhaps, and a little more rapid action. 

Mr. Rayburn. That never saves time. 

Mr. Plumb. Very well; whatever course the committee prefers. 

Section 6 provides that if the owner, corporate or individual, does 
not accept tne decision of the appraisement board, it may within 60 
days appeal from the whole or any part of the decision to the Court 
of Appeals of the District of Columbia, and if it appeals from a part 
of the decision may file a short record and provides that the appraise- 
^ ment board, if it does not agree as to the short record, may file any 
additional record it desires, and provides for the expedition of the 
appeal, that it shall have preference over all other cases pending, 
except criminal cases and cases involving personal liberty. There is 
a like provision for appeal of both parties or either party from the 
decision of the Court ot Appeals to the Supreme Court of the United 
States, again providing that the appeal may be from the whole or 
any part of the decision. 
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Following that lines 18 and 19, pago 8, provide that it shall be law- 
ful for the ^resident of the United States to removo any member of 
the appraisement board for cause. Then the appointing of officials, 
clerks, messengers, and valuers of the appraisement board with their 
compensation to be fixed by the chairman, with the approval of the 
Secretary of the Treasury. 

Section 7, page 9, provides for the giving of notice of any investiga- 
tion to the owner, such notice to provide for the information which 
the appraisement board desires shall be furnished it, provision for 
the inspection of the property, books, documents, and rocords. 

Section 8 provides for holding inquiries, summoning witnesses, and 
punishment of a witness who without reasonable excuse fails or 
refuses to attend or produce the required documents, with a further 
provision for a subsequent failure without reasonable excuse or 
refusal to comply with the provisions of such order, upon like con- 
viction, such person shall be held in contempt and imprisoned until 
he purges himself of the contempt by obeying the order, and that 
the notices of inquiry may be given and published in accordance 
with such general or special directions as the chairman may give. 

Now, beginning at page 10, line 21, the last part of the paragraph, 
is an important provision which I will read: 

That the appraisement board may require a separate assessment of any element in 
the determination of the amount of compensation to be paid to x the owners where 
there is lack of record evidence as to the actual existing investment. In such 
separate assessment the appraisement board shall cause estimates to be made of the 
actual existing investment by comparison of the cost of reproduction new of the 
properties under investigation with the cost of reproduction less depreciation and 
the estimated original costs thereof to date. This, with the intent to ascertain how 
much the owners nave actually contributed in money or its equivalent to the public 
service, subject, however, to the legal limitations imposed by law upon the rights, 
powers, authorities, interests, and privileges accorded in and acquired under the 
charters of the corporation owners and the grants to individual owners. 

Section 8 provides for the payment of any capital sum arrived at 
either under agreement or by award by the appraisement board or a 
final judicial reviow of such award, or ior new extensions and capital 
improvements directed to be made by such appraisement board, shall 
be discharged in whole or in part by cash payments, or, if the Secre- 
tary of the Treasury so directs and said owners shall so agree, by the 
issuance to such owners of bonds as hereinafter provided of a par 
value not exceeding in amount the total amount of such agreement 
awarded by the appraisement board or by judicial determination. 

Section 9 provides for the issuance of bonds in the same language 
as used in the Federal bond issue acts. 

Paragraph 2 of section 9 following line 7 provides for the creation 
in the Treasury of a cumulative sinking fund for the retirement of 
all bonds issued and outstanding under this act. Said fund and all 
additions thereto are hereby appropriated for the payment of such 
bonds at maturity or for the redemption or purchase thereof before 
maturity by the Secretary of the Treasury at such prices and upon 
such terms and conditions as may be prescribed in said bonds. 
Said sinking fund shall exist until all such bonds are retired. 

The next paragraph, line 16, provides: 

There is hereby appropriated out of the operating rovenues of the 
National Railways Operation Corporation, to be paid to the Troasurer 
of the United States, the sums provided for in paragraph (c), section 
2, Article III of this act, or out of any money in the Treasury 
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not otherwise appropriated, an amount equal to 1 per cent per 
annum upon the aggregate amount of bonds outstanding on July 1 
of each year: Provided, That the amount of the annual payment into 
such sinking fund shall in no year be diminished because oi the retire- 
ment of bonds previously outstanding, and then for a report from the 
Secretary of tne Treasury to Congress at the beginning of each 
regular session of the action taken by him. 

The Chairman. Then, 1 per cent will be constant? 

Mr. Plumb. It would be increased if there were issues of new bonds, 
but it would not be diminished by the retirement of outstanding 
bonds. When you pass over the peak and begin to decline it would 
then be a constant. 

Section 10 provides that the appraisement board may approve and 
the Federal Government shall build new extensions and capital 
improvements, including the construction of railroads along such 
route or routes as the National Railways Operating Corporation shall 
designate and locate, and for the acquisition by contract or con- 
demnation of all real and personal property necessary to carry out 
the purposes of this act. Then for the power of condemnation in the 
appraisement board for the acquisition of properties necessary for 
terminals or for extensions. 

On page 14, line 17, are some provisions which we are submitting 
for your consideration, not essential to carrying our plan into execu- 
tion, but from our experience in the past if it had been done it would 
have been very beneficial to this country, provisions similar to those 
embodied in the Alaskan Railway bill, differing only in language to 
suit it to this territory and to the situation, but the provision! are 
identical with those oi the Alaskan Railway bill. 

That the appraisement board is authorized, with the approval of 
the President of the United States, to withdraw, locate, and dispose 
of, under such rules and regulations as it may prescribe, such area or 
areas of the public domain along the line or lines of proposed new 
railroads for town-site purposes as it may from time to time designate. 

Section 10 reserves the granting of terminal and station grounds 
and rights of way for railroads and telegraph and telephone lines 
through the public lands of the United States, and reserves such 
rights of way and all patents for lands thereafter taken up or entered 
on, located m the lands of the United States and its possessions, and 
there shall be expressed that they are reserved to the United States 
for the construction of these facilities; also the appraisement board 
may, in such manner as it deems advisable, make reservation of such 
lands as are or may be useful for furnishing materials for construction 
and for stations, terminals, docks, and For such other purposes in 
connection with the construction and operation of such railroad lines 
as it may deem necessary and desirable. 

That provision is similar to the provision found in many railroad 
charters where they are authorized to appropriate timber and 
materials on adjoining lands for their purposes. Of course, this is a 
reservation out of the public lands. 

Now comes a paragraph of very much importance, lino 17, page 15, 
which provides: 

That it is hereby declared that the extension of railroad lines in new 
territory shall be not only by the expenditure of capital funds by the 
United States but also by the exercise of the power of taxation 
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imposed by local authority upon the territory benefited, whereby 
such territory shall contribute its portion of the cost of the extensions 
approximately commensurate with the increase in value which the 
land within that territory may realize by reason of the building of 
such extension. 

That if a certain region or locality desires an extension of railway 
facilities and organizes under local or regional special assessment 
laws, providing by local taxation for the cost of construction of the 
lines desired, the obligation on the part of the United States to build 
such extension shall be deemed by the appraisement board to be 
imperative. 

That if a certain region or locality will organize itself under regional 
or local special-assessment laws, and, having so organized, will assume 
that part of the cost of the construction and equipment of the new 
extension which may be apportioned to it by the appraisement board, 
and will provide such part of the whole cost as may be allotted to it 
by the appraisement board, then the building of such extension by 
the United States at the specified sharing of costs shall be deemed by 
the appraisement board to be imperative. 

That whenever the appraisement board shall deem it requisite to 
the public welfare to bund an extension through territory which would 
receive no benefit therefrom, then, and in that case, the total cost of 
construction shall fall upon the public for whose benefit the extension 
is made. 

That it is declared that any expenditure made for extension out of 
funds provided by taxation may not be capitalized, nor shall any pay- 
ments for extension or improvements made out of operating revenues 
be capitalized. 

This series of provisions is intended to provide the means whereby 
any territory desiring facilities for transportation may compel the 
construction of those facilities by furnishing the cost of construction. 
I have had that figured out to see what it means. If you take a strip 
of virgin agricultural country 10 miles wide and project a railroad 
through the middle of it so that you have 5 miles of country on each 
side, and then an assessment of 25 cents per acre per year for 20 years, 
making a total assessment of $5 per acre to be spread over 20 years on 
that 10-mile strip you will have enough money to build and efquip any 
line of road that has been constructed through agricultural country 
in this country. That will produce $36,000 per mile. There are 
some sections of the country where the cost of construction and equip- 
ment might exceed that, but that would not be agricultural country, 

So the cost of such an improvement levied on the real estate bene- 
fited would be realized by the owners of that railroad doubtless within 
three years of the construction of the railroad and perhaps before that. 
I have had experience with western land in northwestern Iowa and 
have found that the increased valuation always followed the projection 
of a new line of railway and that the increase has always exceeded the 
value within 20 years and usually has been realized within one year 
after the construction of a railroad within 5 miles of the territory. 
The benefit of such a construction is so plain and so fully realized by 
the owners of the property that they would anxiously avail them- 
selves of any local laws through which State assessments could be 
levied so that they might command the building of such extensions. 
The right to do that is unquestioned. The power of localities to 
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assess themselves to aid in the construction of railroads under State 
laws when constructed by private corporations has been upheld in 
every instance where there was no constitutional prohibition, although 
it was contested in the early cases because it was a grant to a private 
corporation, but in the case of Olcott against the Supervisors, which 
I cited earlier, they said certainly the power of taxation may be exer- 
cised by a State to build this road, and although it is built by a 
private corporation it is just as much for the public benefit as though 
it were actually built by the State, and the right to taxation for such 
construction was upheld on the ground that this was merely a dele- 
gated function to a private corporation to do that which really be- 
longed to the State. I doubt if anyone will dispute the right of a local 
territory under State laws to provide taxes tor the construction of 
these highways. 

Mr. Denison. What right has Congress to do that ? 

Mr. Plumb. We do not give the right to Congress to do it; we 
merely provide that if this locality acting under local laws does 
assess itself to provide the means for construction, then the United 
States must build the line. 

Mr. Denison. What right has Congress to put that burden upon 
the people of the United States? 

Mr. Plumb. The Congress does not put that burden on the people; 
the people assume it. 

Mr. Denison. What people ? 

Mr. Plumb. The people in the territory that demand that the 
United States should build this extension. 

Mr. Denison. They cause the expense and do not pay all the 
expense ? 

Mr. Plumb. They may pay all if thejr demand the road, but if 
they should not pay all they must submit their needs to the board 
of appraisement to apportion the public and private benefits and 
if they then accept the apportionment so made they can compel the 
Government to build the road on paying the apportionment allotted 
to them, but the Government can not compel them to pay the whole 
or any part of such extension. 

Mr. Denison. What right have we to compel the Government to 
do that for local purposes by taxation ? 

Mr. Plumb. If they pay it and the Government bears no part of the 
burden there is no reason why there should not be in a locality 

Mr. Denison (interposing). That is not what I am getting at. 
Suppose the Government does pay a portion of it ? 

Mr. Plumb. Yes, sir. 

Mr. Denison. How can the local people compel the Government 
to do tli at? 

Mr. Plumb. Wo provide here that if a locality accepts the allot- 
ment assigned to it by the governmental agent, the appraisement 
board, then it shall be imperative on the Government to build that 
construction. 

Mr. Denison. That is just what I want to get at. Where is the 
constitutional authority for that ? 

Mr. Plumb. The Government needs no constitutional authority 
to build lines wherever it chooses. It merely makes an agreement 
in this act with the locality that it will build if they pay their pro- 
portion. We can not assume that the Government is going to break 
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its promise and that localities will have to compel the Government 
to keep its agreement. 

Mr. Denison. I only intended to interrupt you temporarily. I 
will observe the rule and come back to that matter. 

Mr. Plumb. The first paragraph at the top of page 17 provides:. 

That in acquiring the railway properties of the United States and its possessions 
the Federal Government shall acquire complete ownership -in these properties and 
■hall finance their acquisition, as herein provided, by capital expenditures covering 
all construction and equipment, and including in such financing the requisite amount 
of capital required as working capital as the same may from time to time be deter- 
mined by the appraisement board. 

I think that there should be an interlineation as I read it now, 
something that escaped mo in the drawing of the bill. 

The Federal Government shall acquire complete ownership in 
these properties and shall finance their acquisition, except as such 
financing is provided for by local assessment in th c preceding paragraph. 

That is the idea, it may not be the proper words. 

Section 13 provides for reports annually to tho President or either 
House of Congress of all the doings of the appraisement board, and 
that tho reports to the President shall bo transmitted to Congress. 

Now comes a provision which will answer in a way the question 
asked this morning from my left 'here as to what would occur if the 
members of the appraisement board by collusion or fraud or for any 
consideration gave too great an award. The next paragraph pro- 
vides: 

That any Government employee or official, any member of the appraisement board 
or employees of such board, any director, official, employee, or classified employee 
of the corporation who shall receive any consideration or benefit, either directly or 
indirectly, in excess of his wages or remuneration authorized by this act out of the 
operation of said railways or for any railway undertaking or by any form of inducement 
that could influence official action, shall upon conviction thereof be subject to a 
penalty of ten times the value of the consideration so received and to imprisonment 
to a term of 1 to 20 years, the extent of the latter penalty to be imposed by the jury. 

This concludes article 1, which provides for the acquisition of the 
property, the issuance of bonds in payment therefor, for the extensions 
and their payment, and the provision for working capital. 

Article 2 provides for the creation of this corporation, defines its 
powers and the limitations of its powers2 a nd prescribes the organi- 
zation. Section 1 is as follows: 

f That the National Railways Operating Corporation (referred to herein as the cor- 
poration) is hereby created and constituted as a body corporate and politic in deed, 
action, and name. The board of directors, official employees, and classified em- 
ployees.. hereinafter described, shall be and constitute said corporation. The purpose 
of said corporation shall be for public service and not for private profit, and for leasing, 
maintaining, and operating for public use as a single system all of the railway lines 
and transportation property of the United States and its possessions. 

That the corporation shall be created for the term of 100 years. 

That said corporation may exercise all of the powers hereinafter conferred, may 
own and hold all properties, rights, and privileges permitted by this charter, and in 
its name may sue and be sued. 

That the affairs of said corporation shall be administered by a board of directors of 
15 members, which shall be selected in the following manner: Five of the directors 
shall be elected by the classified employees of the railway lines and properties of the 
United States and its possessions below the grade of appointed officials; five of the 
directors shall be elected by the official employees of said lines and properties; and 
five, of whom one shall be designated as chairman, shall be appointed by the Presi- 
dent of the United States, by and with the advice and consent of the Senate; not 
more than three of said appointees shall belong to one political party. 
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That the members of each group of five directors shall be elected and appointed, 
respectively, for terms of 2, 4, 6, 8, and 10 years each, their terms thereafter overlapping 
ana for 10 years each. The elected directors shall be subject to recall by their electors 
and the appointed directors to removal by the President for inability or misconduct. 

I think that, perhaps, the words "inability or misconduct" should 
be changed to the words "for cause," as provided in the case of the 
previous board. 

Section 2 provides: 

That the board of directors shall have power to create all of the offices in said cor- 

S oration by namo or classification and to appoint all officials from chief executive 
own to the point where employment begins by classification or to authorize heads 
of departments created by said board of directors to appoint their subordinates down 
to the point where employment begins by classification and to prescribe the condi- 
tions of employment and classification of all other employees. 

That notwithstanding anything in this act, any society of workers, all or some 
of whose members are wholly or partly employees on the railway lines or properties 
of the Federal Government, or in any other manner employed by the corporation, 
or otherwise under this act, may be registered or constitute themselves or be a trade 
union and may do anything individually or in combination which the members of a 
trade union may lawfully clo: Provided further. That notwithstanding any act, order, 
or regulation to the contrary, it shall be lawful for any person employed under this 
act to participate in any civil or political action in like manner as if said person were 
not employed by said corporation: Provided further, That no person shall suffer dis- 
missal or any deprivation of any kind as a consequence of any political or industrial 
action not directly forbidden by the terms of his employment. 

Soction 3 providos for conferring power upon the board of directors 
to divide into oporating districts tno territory of the United States 
and its possessions and to constitute in each district a district railway 

council of members to be elected in the following manner, as 

provided in tho bill: 

One-third of the members of the council shall be elected by the classified employees 
within their district below the grade of official employee, one-third of the council shall 
be elected by the official employees within said district, and one- third, of whom one 
shall be designated as chairman, shall be appointed by the board of directors. 

That the members of each group of members of district railway councils shall be 
elected or appointed, respectively, for terms of one, two, three, four, and five years 
each, and thereafter for five years each, their terms overlapping. The elected mem- 
ber&shall be subject to recall by their electors and the-appointed memhera.to removal 
by the board of directors for inability or misconduct. 

Again, I would suggest the words "for cause" in lieu of the words 
" inability or misconduct." 
The section further provides: 

That the board of directors may delegate to any district railway council such of 
their powers under this act as may conveniently be exercised locally, and the district 
railway council shall; upon such delegation, have and exercise within its district all 
of the powers and duties of the board of directors as may be delegated to it. 

Then, for compensation there is a blank provision. 

I want to sav that we have inserted this provision in this manner 
because we feel that there should be great flexibility in the organiza- 
tion. It would be infinitely harder to break up 2,000 privately 
owned corporations into a very few operating districts than it would 
bo to break up 20 such corporations; and in the development of this 
situation it might be very convenient to have more operating dis- 
tricts or district councils at the beginning until the coordination had 
been completed than would be needed in the subsequent develop- 
ment; so it seemed wiser to us not to provide in the act itself for any 
definite number of districts or any permanent district organization, 
but to leave that to the discretion of this board of directors which 
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represents all three interests, so that their system might be flexible 
and accommodate itself to the development of the times. 
Section 4 of Article II provides: 

That the corporation is hereby empowered, authorized, and directed, for the period 
of its existence as herein set forth, to lease, operate, and maintain as a single system 
all of the railway lines and transportation properties of the United States and its 
possessions, and to do and perform every act, thing, or function which the Govern- 
ment of the United States could do or perform were it exercising the function of 
operating said railways, subject, however, to the limitations imposed by this act. 

That the directors, officers, and employees of the corporation, concerning any under- 
taking of which or of the plant whereof possession is retained or taken by the appraise- 
ment board, shall administer such undertaking — 

(1) As to rates, fares, tolls, dues, and charges to be charged under the direction of 
the Interstate Commerce Commission; 

(2) As to the salaries, wages, and remuneration and conditions of employment of 
persons employed on or in connection with any undertaking of which possession has 
been taken; 

(3) Ab to the working or discontinuance of the working of the undertaking, or any 
part thereof, including directions as to the keeping open of any station; 

(4) For securing that the permanent rolling stock, plant, appliances, or equipment, 
whether fixed or moving, are satisfactory in type or design; 

(5) As to the carrying out of alterations, improvements, and additions for which 
the Appraisement Board shall provide as necessary for the public safety, or for the 
more efficient and economic working of the undertaking; 

(6) For the securing of cooperation between undertakings, and for securing the 
common use of all facilities, terminals, rolling stock, and equipment, whether fixed 
or movable; 

(7) For securing that manufacturing and repairing facilities and auxiliary services 
shall be used, and the purpose and distribution of stores shall be conducted in such 
manner as may be most conducive to economy and efficiency; 

(8) For working the whole or any part of any railway, light railway, or less than 
standard gauge railway, canal, waterway, or inland navigation, harbor or dock under- 
taking, the acquisition of which is, by the board of directors, deemed expedient 
for improving facilities for locomotion and transport, and approved and provided for 
by the appraisement board. 

(9) For establishment, maintenance, and working of transport service by land and 
water. 

(10) For constructing and erecting buildings, plant, machinery, railways, light 
railways or less than standard gauge railways, hulks, ships, and other fixed or movable 
appliances or works of any description, deemed necessary by the board of directors, 
and approved or provided for by tne appraisement board. 

(11) For employing agents, including local authorities, for any purpose it may 
think necessary to carry out Us duties under this act, on such terms as may be mutually 
agreed, and with authority to.cooperate with and to coordinate the services between 
properties operated by said corporation and similar properties owned or operated by 
States or subdivision thereof, on such terms as may be mutually agreed. 

You will find in many States that cities own the terminal facilities, 
docks, etc., and we want authority to cooperate with those local 
authorities in coordinating their services with ours. 

This section further provides: 

That when the board of directors delegates to any local authority or State or sub- 
division thereof, and within the jurisdiction thereof, any of its powers under this 
section, it shall be lawful for such local authority or State or subdivision thereof to 
exercise any or all of the powers of the board of directors so delegated to it. 

Section 5 provides: 

That the corporation is hereby empowered and authorized to collect from con- 
signors and deliver to consignees at their business or other addresses within the United 
States and its possessions all gocds carried on the transportation lines of the Federal 
Government, and for this purpose it shall be lawful for the board of directors, or any 
State or subdivision thereof, or local authority acting on its behalf, to establish stores 
and depots and to employ vehicles, and to use all other necessary means for the col- 
lection and delivery of such goods, and for this purpose it shall be the duty of the cor* 
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poration to provide such facilities for the conveyance of goods as the board of directors 
may determine to be necessary to enable the corporation to execute the authority 
imposed on it by this section. 

That the board of directors may, from time to time, make such regulations as it deems 
necessary for any of the following purposes: 

(a) The management of railways and railway undertakings under this act; 

(6) The functions, duties, and power of the district railway councils, and other 
bodies of persons acting in the management and working of railways and undertakings 
under this act; 

(c) The form of accounts to be kept and the balance sheets to be prepared in respect 
of railways and undertakings under this act, subject to the regulations of the Inter- 
state Commerce Commission, as provided in the act to regulate interstate commerce; 

(d) Generally any other purpose for which, in the opinion of the board of directors, 
regulations are contemplated or required. 

Section 6 provides that the corporation shall be subject to the full 
regulatory powers of the Federal Government as expressed through 
the interstate Commerce Act. 

I think, perhaps, that we might also add there, "and future amend- 
ments thereof/ ' to show that we do not intend to limit it to the 
powers expressed in the act as it is now written. We want to leave 
the Government as free in its regulatory powers as it ever has been or 
ever can be. 

Section 6 further provides: 

That the corporation shall make to the President of the United States annually, 
and at such other periods as may be required by the President or by either House 
of Congress, full and complete reports of all its acts and doings, and of all moneys 
received and expended in the operation of the railway lines and properties of the 
United States, and its possessions, including costs upon operation and fixed charges 
upon the capital employed, which shall be guaranteed by the Federal Government . 

Article III of the act provides for the execution of a lease between 
the United States and the corporation created in Article II. Sec- 
tion 1 authorizes the Secretary of the Treasury to execute a lease 
in conformity with the terms of this act, and section 2 provides: 

That the corporation shall obligate itself in said lease to operate as a single system 
the railway lines and transportation properties of the United States and its posses- 
sions and to build and operate any extension of such lines or properties as shall be 
provided for by the appraisement board. 

That the corporation shall be required to utilize said railway lines and properties 
and their equipment and the working capital which shall be put at its command 
in such manner as to produce the highest possible efficiency ana economy consistent 
with good service; and that with the working capital and revenues placed in its 
hands the corporation shall be obliged — 

(a) To pay all expenses for labor and materials incidental to the proper operation 
of the railway lines and properties of the United States and its possessions, and the 
building and operation of extensions thereof into new territory. 

(6) To provide such funds for maintenance and renewals of said railway lines 
and properties as shall from time to time be directed by the Interstate Commerce 
Commission. 

(c) To pay out of the operating income semiannually to the Treasurer of the United 
States the amount found to be due under the provision for sinking fund and the pro- 
portionate amount due on fixed charges upon the capital employed. The fund thus 
paid in shall be held by the Treasurer of the United States for disbursement of interest 
charges out of the fixed fund as those charges mature, and he shall disburse from the 
rinjnng fund when in his judgment payments for retirement of bonds shall be made. 
All operating revenues received by the corporation in any fiscal year in excess of the 
amount required to meet the expenditures to be made under paragraph (a) above and 
to provide payments with the funds provided in paragrapns (o) and (c) above are 
hereby declared to be "net earnings. The corporation shall retain the amounts 
prescribed to be expended for maintenance and renewals and shall at the close of 
each fiscal year pay into the Treasury of the United States one-half of the net earnings 
accrued. The remaining one-half of the net earnings shall be retained by the cor- 
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poration as its corporate funds. The fund from net earnings so paid into the Treasury 
of the United States shall be held by the Treasurer for disbursement only upon order 
of the appraisement board (1) to pay for extensions and betterments, for which such 
fund shall be used before capital funds shall become available therefor, and (2) accu- 
mulation thereof in excess of $500,000,000 shall be automatically transferred to the 
sinking fund. 

That the net earnings retained by the corporation as its corporate funds are hereby 
declared to be a trust fund, to be declared as a dividend upon the amounts paid to 
the labor employed by the corporation, every classified employee receiving that 
proportion of the dividend accruing to the classified employee which his annual com- 
pensation bears to the total compensation of all classified employees, and every 
official employee receiving that proportion of the dividend accruing to official em-, 
ployees which his annual compensation bears to the total compensation of all official 
employees, but every official employee receiving twice the rate of dividend that is 
given to the classified employee. 

Section 3 provides : 

That whenever the total amount of the net earnings paid into the Treasury of the 
United States shall exceed 5 per cent of the gross operating revenue, the Inter- 
state Commerce Commission shall thereupon adjust the scale of rates in such manner 
as to absorb the sum so paid as accruing to the Treasury, thereby producing a reduc- 
tion in rates equivalent to said sum, these rates to be the minimum rates to be charged 
by the corporation until the next succeeding revision thereof. 

Section 4 provides : 

That the board of directors shall create, by negotiation with the employees through 
their duly elected and authorized representatives, not less than three boards of adjust- 
ment, to consist of not less than eight members each, one-half of whom shall be selected 
by and from the classified employees coming within the jurisdiction of the boards 
severally, and the other half of whom shall be selected by and from the official em- 
ployees coming within the jurisdiction of such boards severally; that said boards shall 
fee classified in their jurisdiction over bodies of employees in such manner as the 
board of directors, by negotiation with the employees as above provided, may deter- 
mine; that said boards shall hear and determine all controversies growing out of the 
interpretation of established wage rates and wage awards and working rules, discipline 
cases, and all other disputes arising between the official employees and the classified 
employees when properly submitted. The decisions of such board shall be final, 
except that where no majority decision can be obtained an appeal shall lie to the 
board of directors. 

That the board of directors shall create, by negotiation with the employees through 
their duly elected and authorized representatives, a central board of wages and work- 
ing conditions, to be composed of one-half as selected by and from the classified em- 
ployees and one-half as selected by and from the official employees. It shall be the 
duty of said board to hear, investigate, and determine matters presented by official 
and classified employees respecting the broad questions of salaries, wages*, hours, and 
other conditions of employment throughout the unified railway system. The decisions- 
of said board shall be final, except that where no majority decision can be obtained 
an appeal shall lie to the board of directors. 

That nothing in this section shall be deemed to interfere with the rght of any person 
employed by the corporation subject to his contractual obligations to dispose of his 
eabor as he wills. 

Section 5 provides: 

That the lease to the corporation shall be terminated by act of Congress whenever 
it shall appear upon evidence reviewable in the Federal courts that the foregoing 
provisions to be embodied therein shall not have been well and faithfully carried out. 

Section 6 provides : 

That all acts and parts of acts in conflict with the provisions of this act are hereby 
repealed. 

Section 7 provides that this act shall become effective on and after 
a date to be supplied. 

Now, gentlemen, there is the bill embodying our plan. What we 
have tried to do was to lay before you machinery for carrying the 
general principles which we advocate into effect. We know that 
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no one could present a bill that would be perfect either in design, 
phraseology, or plan. If anyone could do that, we could dispense 
with Congress. We would not need its aid. We do not for a moment 
think that any such intelligence resides in the body of laboring men 
or in their counsel. We nave honestly tried to present to you a 
piece of machinery that we believe will be effective in putting into 
practice the principles that we advocate. We are not bound to the 
specific terms of this bill, to its phraseology ^ or to any of the specific 
provisions, but we are bound to the principles which we advocate — 
that there shall be Government ownership of railroads and democracy 
in the control of that industry. We will welcome any suggestions 
from any source that will improve the vehicle for carrying those 
principles into effect. We confidently expect that this committee 
and Congress are going to study this proposition, not as advocates 
or as opponents, but to get to the reason of the thing. If there is 
error in it, point it out, and if it can be made more efficacious show 
us how. It is in that spirit that this bill is presented. 

Now, that ends our explanation of the bill and the contentions 
upon which it is founded, and if there are to be any interrogations at 
this point on the bill I would welcome them, because the next part 
of my argument relates to an analysis of the other plans, and I 
believe that we could analyze this plan, perhaps, more definitely if 
you were to seek such information as you desire at this time — that 
is, if that is agreeable to the committee. 

Mr. Sims. Mr. Chairman, I rather think that suggestion is a good 
one. I think it will be better to propound such interrogatories as 
we have now while we have this matter in our minds. 

The Chairman. I think that Judge Sims should be extended the 
courtesy of opening in the interrogatories on the bill that he has 
introduced. 

Mr. Sims. Mr. Chairman, I wish to make a little preliminary state- 
ment, as it does not seem that my relation to the bill has been gener- 
ally understood. It was thought last winter, when I had the honor 
to be the chairman of this committee, that this committee would 
take up railroad legislation. The like committee of the Senate did 
do so, but there were no bills presented during the entire hearings 
before the Senate committee. Nothing in concrete from was sub- 
mitted, but the discussion was all academic. I stated — not, perhaps, 
to the committee formally, but frequently to gentlemen wno were 
representing different plans — that I thought bills ought to be intro- 
duced so that they could be referred by the Speaker to this com- 
mittee. In that way we would have before us in concrete legislative 
form just what those who favored the different plans thought was 
necessary in order to carry out their respective plans. I have said 
that to gentlemen who represented the railroad executives. I said 
it to gentlemen then, or during the winter, and frequently since that 
time, who were representing what is called the Warfield plan. I 
said that in the committee hearings. I said that to Mr. Harry Wheeler, 
who represented the plan presented by the Chamber of Commerce 
of the United States, and also to their attorney, Mr. Smith. I 
said the same thing last winter to Mr. Plumb about the. plan which 
he presented to the Senate. I have said all the time that I would 
introduce at any time, by request, bills that were prepared and 
given to me for introduction in order that they might be referred 
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to the committee, so that the committee would have in concrete 
form before it the legislative provisions intended to accomplish what 
each plan proposed to accomplish. Mr. Plumb is the only one of 
those who accepted my offer, and I introduced the bill in good faith. 

I am not the author of a single line of this bill from beginning to 
end. So far as I am concerned, it is my bill in the sense that I intro- 
duced it and it carries my name, but it is the presentation of the plan 
adopted by what I might call organized labor, and I want to say, can- 
didly, that I think every plan that has been presented as a plan in- 
volves new and revolutionary* legislation. The plan of the executives 
Erovides for compulsory Federal incorporation, and nearly all of them 
ave provided for compulsory earnings; that is, they provide that 
Congress shall provide by law that the rate-making bodies of the 
country shall provide rates that will pay for operating expenses and 
maintenance and for a specified return upon property investment of 
not less than 6 per cent, many of them. This plan is not as manda- 
tory as to its details of operation, by any means, as some of the other 
plans, taking all of them as new and revolutionary. Certainly Gov- 
ernment ownership would be revolutionary in the sense it is entirely 
different from private ownership, but the arguments pro and con are 
not new. I felt that it was my duty to give as large a number of 
people in the United States as were embraced in the organized labor 
in the country, and especially the railway brotherhoods, who have 
the actual operation of the railroads and always have had, an oppor- 
tunity to present in legislative form what they thought ought to be 
made law. Now, I have no apologies to make for that, not the 
slightest. It may injure the bill by having my name connected with 
it, but so far as I am concerned, as a Member of the House and as a 
member of this committee, I am absolutely free to reject this plan 
entirely or to approve it entirely if I am convinced that it is best for 
the United States, all the people, and not a portion of them, or simply 
the brotherhoods or organized labor; I am just as ready to lay it 
down and pick up any one of the other plans that have been offered 
or any combination of them when it is shown to me that it will be 
better for the public interest and for all the people in the United States 
taken as a whole. 

Now, I wanted to and expected to, as I have in every case, to 
critically examine the several plans of "railway salvation" as they 
have heretofore been offered, and therefore I want to ask and will 
ask Mr. Plumb the same questions. I do not mean identical ques- 
tions, but will try to reach the same purpose I have in asking the 
questions of everyone else. Mr. Esch's bill is not revolutionary and 
it proceeds along well-known lines, and personally I think it would be 
a great benefit were it enacted into law. Now, Mr. Plumb 

Mr. Montague. Mr. Chairman, may I interrupt there. Judge 
Sims, you made a rather lengthy statement. Are we to understand 
by your preliminary statement that you are for or against this bill ? 

Mr. Sims. If after the hearings and after the discussion of all the 
bills I think it is better for the public interest, I shall be for it, or I 
shall be for it with such amendments as may be adopted; but if any 
other plan is offered which I think would be better in the public 
intorest, or will serve the nublic interest better, I would take it up in a 
moment. 
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Mr. Rayburn . You do not know yet whether you are for this plan 
or not. 

Mr. Sims. There is part of this plan I am absolutely for, because 
part of it I think I understand; and that is just what I have said 
privately and publicly, and in public addresses, and that is that I have 
reached the conclusion where I think it is absolutely necessary in the 
public interest for the Government 

Mr. Montague. Mr. Chairman 

Mr. Sims (interposing). Mr. Rayburn wanted me to state my 
position. That the Government should acquire all fixed property 
of all the railroads, not movable property or equipment, and pay for 
it, and provide such a return to the Government of the United States 
as would enable it to float the bonds necessary to acquire it, and put 
1 per cent per annum into an amortization sinking fund and con- 
tinue it until this entire capital charge is absorbed, from and after 
which time there would never be another dollar collected in the 
way of rates to pay returns on the value of the fixed property; but I 
have never gone so far as to take from the present corporations the 
operation of the roads or to take and pay for their movable property. 
We would then have all the benefit of private initiative, competition, 
and private ownership in operation, and there is where the giea. 
benefit of private ownership, if there is such a benefit, comes rrom 
That is as iar as I have gone, and I am absolutely but not unalterably 
convinced that that ought to and will come. I have heard gentlemen 
say that they were unalterably opposed to certain things. I never 
say that, because I want to get all the facts I can before doing so. 

Wow that I have finished my statement, I want to ask Mr. Plumb 
this question, because it does not appear in your bill except by im- 
plication. Is it the purpose of your plan that when the Government 
acquires the railroad property, your plan applies to both movable 
anS immovable properVandtnat the money paid by the United 
States shall first be applied to discharge all lien incumbrances upon 
the property? 

Mr. rLUMB. No, Mr. Sims; it does not. 

Mr. Sims. Is the Government to take this property over at its value 
less the lien incumbrances on it ? 

Mr. Plumb. No; it is to take the property over at its value. It 
pays to the corporation the value so ascertained. Now, the distri- 
bution of the assets of the corporation to its various security holders 
and lien holders is purely a matter of contract between the cor- 
poration and its creditors, and in the apportionment of the fund 
the Government has nothing to do. It may agree with the corpora- 
tion, through the board of appraisement, as to what the corporation 
shall receive, but it does not participate in the distribution of the 
assets of that corporation. 

Mr. Sims. But the Hen exists in favor of the bondholders or the 
laborers or whoever else may have a lien, and do you not think voui 
bill ought to require or provide that the Government shall have 
power to make application of the purchase money to the extent ol 
removing all liens and incumbrances of every kind, taxes, or other- 
wise, that may exist as against any particular piece o fproperty 
taken over) 
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Mr. Plumb. Those liens are removed by the acquisition of the 
property, and instead of them attaching to the property attach to 
the fund which takes the place of the property. 

Mr. Sims. But suppose the corporation should not pay — suppose 
the officers of the corporation should abscond with the money in their 
pockets and leave these liens outstanding against the property. 

Mr. Plumb. If the property is acquired by eminent domain, the 
moment the fund is created, it takes the place of the property and 
the lien attaches to that fund by action of law. 

Mr. Sims. Your proposal, as I understand it, does not require that 
the property shall be taken over exclusively by condemnation, and 
it may be taken over by agreement or by contract. 

Mr. Plumb. If it is done by agreement, of course, the lienholders 
then would have to assent to such an agreement because the cor- 
poration could not make an agreement that disposed of the liens 
which it had created without the assent of the lienholders. 

Mr. Sims. Then in so far as acquiring it by contract or agreement 
is concerned, your plan contemplates that encumbrances of aU kinds 
shall be taken care of. 

Mr. Plumb. Yes. 

Mr. Sims. And the Government protected against the possibility 
of having to pay for the property twice or for any portion of it twice. 

Mr. Plumb, i es. 

Mr. Sims. And, of course, taxes are something in which the States 
are yery much interested and also the communities Now, Mr. 
Plumb, some railroad companies have leased railroads of other com- 
panies, some of them for 99 years and some of them for 999 years, 
and have contracted to pay a stipulated return in the way of rental 
per annum during the life of this lease Of course, we all Know that 
m effect a 999-year lease is a purchase, but it is not legally a purchase, 
and the purchasing corporation would have to pay this rental during 
that period Now, when the Government acquires the property in 
that way, will it in any way be bound to take care of that rental 
charge or can it acquire the property and vacate, so far as the Govern- 
ment is concerned, this contract without incurring liability for com- 
pensation to the beneficiary of the contract. 

Mr. Plumb. It can acquire the property without incurring any 
liabilities in excess of those which the owner of the property was 
authorized to make. Now, I think I can illustrate that by one 
example very clearly. It has got to be somewhat of a hypothetical 
case instead of an actual case, but I will take the Chicago & Alton 
in 1898. It had capital liabilities at that time of approximately 
$40,000,000 under the Blackstone regime. The stockholders sold 
their stock to a new crowd coming in tor a vastly greater sum than 
$40,000,000. Now, they had as against the State of Illinois — the 
corporation at that time had the right to exact from the State of 
Illinois in its charges a fair return on $40,000,000, because there was 
$40,000,000 of actual investment. If they sold that right to others 
on the basis of $80,000,000 or $120,000,000, they could not increase 
the liability of the State to that corporation. They merely sold their 
private interest at what the buyer thought it was worth, but that 
imposes no liability upon the State. Now, had they leased their 
corporation to another corporation for a return which would have 
made, we will say, 6 per cent on $120,000,000, they were dealing with 
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a private right which the State had granted to the Chicago & Alton, 
and by any contracts made between themselves in the transfer of that 
private right, they could not extend the right which the State re- 
tained in the Chicago & Alton when it created it. Otherwise the 
purchasing speculator in these privileges could make the public 
assume as a loss to the public what the seller had retained as a profit 
from the purchaser. 

Mr. Sims. Let me give you a concrete case now existing. There is 
a railroad running from Nashville, Tenn., to Decatur, Ala., called the 
Nashville & Decatur Railroad Co. It has been leased by the Louis- 
ville & Nashville Railroad Co., as I now recall, for 999 years, or at 
least for a long time, and it agreed to pay 6 or 7 per cent, as I under- 
stand, on the outstanding stock of that road for all that period of 
time. Now, that road may be making more than 7 per cent. Of 
course, the Louisville & Nashville Railroad gets more than 7 per cent; 
the stockholders of the Nashville & Decatur Railroad get just what- 
ever the contract calls for. Now, it may be making less, and if the 
Government takes over the Nashville & Decatur Railroad and the 
Government pays for the value of the property under the methods 
applied by you to determine that value, the stockholder is getting an 
earning above what the average earning provided under the bill would 
be for the unexpired portion of that lease. Would such a thing as 
that lay the Government liable to damages or to pay compensation 
by reason of any violation of the contract ? 

Mr. Plumb. Let me take that example. Here you have two roads, 
one of which is receiving surplus income at the expense of another 
road which is paying it. If that is an element of value in the receiving 
road, it is a liability in the value of the paying road. The Govern- 
ment takes both roads, because we oontemplate taking all of these 
roads, and we fix the value of the paying road and the value of the 
receiving road. Now, if the receiving road gets an increment of value 
to which it is entitled by reason of its absorption of earnings from the 
paying road then that value is a liability placed upon the paying road 
whioh depreciates its value, and the balance sheet of the United States 
would be identical. It might shift the amount which the stock- 
holders of the paying road would receive over to the stockholders of 
the receiving road, because that is a matter of contract between 
men, but it would in nowise affect the liabilities of the United 
States. 

Mr. Sims. Both of these corporations are solvent, but suppose in the 
winding up of this thing the Louisville & Nashville should prove to 
be insolvent, in whole or in part, then the Nashville & Decatur stock- 
holders could not recover by reason of their inability to pay, and the 
Louisville & Nashville has been acquired by the Government, but if 
the lease had been allowed to run on they would have received their 
returns for this period of time? 

Mr. Plumb. If the Louisville & Nashville is insolvent, it is unable 
to pay, whether the Government takes it or not, and the Government 
taking injects no value into it that the other road could benefit by. 

Mr. Sims. I knew you had studied such things and had worked 
them out and I had not, and I wanted to know about that because 
all sorts of questions are involved. 

Now, Mr. Plumb, I want to ask vou if you know whether or not 
it is a fact that as a general rule the capital that has been put into 
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railroads by way of construction or otherwise has, as a rule, never 
been amortized in the sense of paying off and relieving the property ? 

Mr. Plumb. I am very glad you ask that question. I know of no 
case in history, there may be some, but they have not come to my 
attention, where a railroad company has paid off and discharged its 
liabilities without the creation of new liabilities as the means of 
retiring the old. If I may expand on that just a moment. The only 
assets a railroad company has got is its liabilities, because its right 
to charge the public is based upon the power to get a fair return on 
that which it nas put into its property and that is its liabilities to 
its stockholders and its bondholders and liabilities for materials pur- 
chased. Now, since its right to charge depends upon its liabilities, 
then its liabilities equal its assets and are its assets. Consequently, 
under the old system there was no inducement for retiring liabilities 
but every inducement for preserving liabilities as the basis of making 
charges, and with that perpetual inducement, how could you expect 
railroads to extinguish liabilities ? 

Mr. Sims. In other words, no amortization in fact has ever taken 
place. 

Mr. Plumb. No. 

Mr. Sims. Is it not also the policy of rate making, you can explain 
it, I know, to allow a rate that will not permit of amortization of 
capital charges. It will admit, as I understand, of the payment of 
accrued interest and accruing interest, but are rates now made upon 
the basis of permitting a return from the operation of the railroads 
that will enable the railroads to pay off their capital liabilities ? 

Mr. Plumb. Rates have never Deen based on that theory. Here- 
tofore rates have been based solely on the theory of creating the 
greatest flow of traffic that would pay the highest rate of profit, and 
if a rate did produce a profit that would have permitted tne amorti- 
zation of the indebtedness, that profit went into the surplus after 
paying reasonable returns, if it was not absorbed in returns, which 
then was expended on the property and capitalized as the basis for 
making more rates. ... 

Mr. Sims. Capitalization of the earnings in excess of the require- 
ments for returns. 

Mr. Plumb. Yes. 

Mr. Sims. Now, I want to ask you this question: Does your plan 
contemplate and provide for the amortization of the bonds for the 
cost of the railroads to the Government? 

Mr. Plumb. Yes; it does. It provides for that amortization by 
a sinking fund equaling 1 per cent of the maximum amount of bonds 
outstanding. Suppose in the first year we have issued on the 1st of 
July five billions of bonds. Then for that year we must pay in 1 per 
cent of five billions in the sinking fund. Suppose the next year we 
have issued five billions more, and then we have ten billions of bonds 
outstanding, and for that year we must pay 1 per cent of ten billions 
dollars in tne sinking fund. Then as we begin to retire bonds and 
the capital account begins to decrease, we do not decrease the amounts 
going into the sinking fund. It remains fixed at 1 per cent of the 
maximum amount outstanding, which, of course, hastens the final 
retirement. 

Mr. Sims. Which means complete amortization of the property 
purchased to the extent of the outstanding bonds in favor of the 
Government. 
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Mr. Plumb. It means the complete amortization of the capital 
and the freeing of transportation from all interest, charges. 

Mr. Sims. That is, all compensation based upon the amortized 
property. 

Mr. Plumb. Yes. 

Mr. Sims. Then the reasonable rates to be charged thereafter will 
only have to provide for the maintenance and upkeep of the road, 
operating expenses, and this additional fund. 

Mr. Plumb. This additional fund for extensions to be used in 
place of capital expenditures made from the sale of securities; if it 
were deemed wise to do so. 

Mr. Sims. Now, Mr. Plumb, this 1 per cent is in effect an amor- 
tization fund. 

Mr. Plumb. Yes, sir. 

Mr. Sims. Discharging the Government's liability or the liability 
to the Government, and after it is discharged, there will then be no 
further payment to the Government on account of that liability. 

Mr. Plumb. No. 

Mr. Sims. And, consequently, unless operating expenses should 
increase, we will reach a time, supposedly, when at least all the 
fixed property would be completely amortized. Now, what about the 
capital charge incurred for the continuance and necessary purchases 
of repletion of equipment, or movable property? 

Mr. Plumb. The renewal of existing property must be provided 
for out of the maintenance and renewal fund which is charged to 
operation. For additions to existing property, that necessarily 
must be a capital fund which is produced from the sale of securities 
or provided out of surplus earnings. Now we provide that the 
surplus earnings accruing to the Government shall be held for that 
purpose and used for that purpose, before capital expenditures may be 
made. Now, in connection with the special assessment feature, 
which I believe would produce a very marked extension of earning 
power with no increase in fixed charges, there would be a constantly 
increasing fund available for sue extensions and improvements 
to take the place of further capital expenditures. 

Mr. Sims. If a railroad was buying, say, a $1,000,000 worth of 
engines this year, that would be a capital charge to that extent, 
would it not ? 

Mr. Plumb. It would be to the extent that it exceeded the engines 
which it replaced. 

Mr. Sims. Yes; what I meant was a net outlay. 

Mr. Plumb. Yes. 

Mr. Sims. Then that is a capital charge that is to be retired, as I 
understand you, through surplus earnings — and what was the other 
method of discharging that ? 

Mr. Plumb. It would be retired either through surplus earnings 
or the sinking fund. 

Mr. Sims. Now, what would be the policy, or what do you think 
ought to be the policy, when the capital charge is increased, for mov- 
able equipment or for movable property that necessarily wears out 
more rapidly in its use than the fixed property — what length of time 
would you "consider would be the average of the capital charge; 
that is, how long a time should be given the operating company to 
pay that ? 
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Mr. Plumb. That is very definitely ascertained by engineering 
practice. For instance, they have it figured out very accurately 
what the average life of a locomotive should be, and they require to 
be paid into the depreciation fund an annual sum equivalent to that 
rate of depreciation. Now, with rails they can tell just how long 
a rail of a given weight will last with a given amount of traffic over it. 
The same way with ties. About the only thing you can not tell to a 
gnat's heel, according to the engineer, is the fife of ballast and em- 
bankment, and that varies quite widely in the nature of the ballast 
and the embankment, and the conditions. 

Mr. Sims. Then, Mr. Plumb, would it not be a wise policy to require 
rates that would take care of capital charges incurred for this movable 
equipment, and which would relieve the fund within the expiration 
or the life of the movable equipment? 

Mr. Plumb. That is already done, Congressman. 

Mr. Sims. ] n other portions of the bill ? 

Mr. Plumb. Tn the maintenance and depreciation accounts it pro- 
vides for the renewals of all existing property, but does not provide 
for expansions of existing movable equipment. Expansions are 
taken care of by expansions of the capital fund. Now, practically, 
under our plan, [ believe that those expansions for a great many years, 
would be more than taken care of out of the surplus earnings received 
by the Government, for this reason, the unification of the systems 
would obviate the necessity for many capital expenditures ?or in- 
creased equipment which each individual road now feels it to be 
necessary it should undertake; and if we pooled equipment and 
terminals and switching facilities, the utility of those facilities would 
be so vastly increased over their ability under private and separate 
ownership, that ordinary maintenance and renewals for many years 
would be all that would be required before the expansion of business 
could overtake the actual body of equipment now in existence, and 
by that time the surplus fund would have accumulated to such an 
extent that I believe we would not have to capitalize or to burden 
the capital account with expenditures for expansion of existing plant. 

Mr. Sims. Then that funa to which you have just referred and which 
is used for the purpose of purchasing equipment is not any portion of 
the amounts paid m for the discharge of the bonds and the accumu- 
lating interests ? 

Mr. Plumb. No; the Interstate Commerce Commission is author- 
ized from year to year to determine how much shall be paid into the 
maintenance fund, and that is put in as a part of expenses, and they 
have power to vary that as the occasion requires. 

Mr. Sims. Now, Mr. Plumb, 1 would like to ask you this question: 
Would it or not be an economy which could be effected by the Gov- 
ernment, if it owned the roads, to manufacture its own supplies or the 
supplies it now has to purchase from other sources? 

Mr. Plumb. The war has left the Government in possession of 
wonderfully efficient plants, the arsenals and other plants, which 
could meet the requirement of supplies, certainly at less cost than they 
are met by private enterprise, and at the same time make the Gov- 
ernment's investment in those facilities a productive investment. 

Mr. Sims. Does your bill provide for sucn a plan as that? I mean, 
can that be done under your plan ? 

Mr. Plumb. It can be done under our plan. 
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Mr. Sims. There is another question I want to ask vou along that 
same line. The employees, the operating officials, ancf the employees 
of the railroads, of course, one element of their expenses is the pur- 
chase of the necessities of life, especially food products, could or 
could not the Government of the United States, if it owned the 
railroads, with great economy, purchase by wholesale in vast quan- 
tities, say, food products, and distribute them to its emplovees at 
the cost of the products plus interest and cost of distribution V 

Mr. Plumb. I see no reason why it might not. It has been doing 
that for two years for 4,000,000 Government employees through its 
military stores department. 

Mr. Sims. Would or could not that enable the employees to receive 
a less wage without the Government losing anything in order for 
them to receive it, by getting their supplies at considerably reduced 
prices from what they have to pay for them now? 

Mr. Plumb. If the (Quartermaster Department service were extended 
to the employees of the railways, undoubtedly a large saving in the 
cost of living would be afforded to the Government employees on 
the railways. 

Mr. Sims. Is the authority or power provided in your bill such as 
to enable the Government, if Congress authorizes it, to do such a 
thing as that? 

Mr. Plumb. The Government could authorize this corporation to 
do anything in connection with the enterprise which the Government 
itself might do, unless forbidden by the charter. There is nothing 
in the charter forbidding it, and if the Government authorized it to 
be done, it could be done. 

Mr. Sims. Mr. Plumb, it is stated and contended that the railroads 
could be operated at cost of service and without profit. Now, in 
paying the operating officials and the employees fair and reasonable 
wages for what they do, then they are not receiving any profit, but 
the bill does provide that if the earnings of the road reach a certain 
amount they are to be divided with the Government and the officials 
and employees, and the employees receive their salaries and the oper- 
ating officials twice as much. To that extent they are working for 
a profit, are they not, whatever it is, more than their wages would be ? 

Air. Plumb. They are working to get a benefit in excess of their 
wage, but since the rate is not intended to produce a profit, but is 
fixed at such a level as to cover operating expenses, provide the 
maintenance, a sinking fund, the fixed charges, and no more, then 
all that is made in excess of those charges under that rate must be 
produced by greater efficiency, and one-half of that saving by effi- 
ciency we accord to the men who create it and the other half we 
reserve for the benefit of the public. You can not create that effi- 
ciency without that reward, because that is the entire motive of the 
competitive system. 

Mr. Sims. Mr. Plumb, it is in effect, as I understand, operating all 
along the line of a sliding scale; that is, the owners of the property 
may get a larger dividend provided they reduce the rate to a certain 
extent? 

Mr. Plumb. It is the application of that identical principle to labor 
return instead of to capital return. 

Mr. Sims. Capital is permitted to have a return of 6 per cent, but 
they will be permitted to pay 7 or 8 per cent provided they reduce 
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the charge on goods per thousand as stated in the law; that is, they 
allow a sliding scale which is intended to operate along the same line,, 
except that the Government may get in the operation of this sliding 
scale what the corporate owner of the utility would get under the 
other plan ? 

Mr. Plumb. Except that under this plan the Government get& 
one-half of whatever efficiency is produced. 

Mr. Sims. It does not get all ? 

Mr. Plumb. No, sir. 

Mr. Sims. That one-half is not to be withdrawn from the industry 
or the undertaking, but is to be used in further taking care of what- 
ever might be needed like extensions or the retirement of notes, is not 
that so ? 

Mr. Plumb. That half is to be used in the extension of earning 
power, without an increase in charge, provided that one-half in any 
year does not exceed 5 per cent of the gross operating revenue, then 
if it does exceed 5 per cent there shall be a reduction in rates to absorb 
that year's share for the next year. 

Mr. Sims. Then, a reduction in rates may be had without an in- 
crease in dividends or income ? 

Mr. Plumb. Yes, sir. 

Mr. Sims. What I want to call your attention to is section 4 of 
Article II: 

That the corporation is hereby empowered, authorized, and directed, for the period 
of its existence as herein set forth, to lease, operate, and maintain as a single system 
all of the railway lines and transportation properties of the United States and its pos- 
sessions. 

The Government owns the property and the Government, as I 
understand, is leasing to this corporation its property for operation. 
Is that correct? 

Mr. Plumb. Yes, sir. 

Mr. Sims. Why is it necessary for the Government to lease its 
property to its own creation for operation? I know you have a 
reason for it. 

Mr. Plumb. Frankly, Congressman, if it can be accomplished 
without a lease, good and well, we would be glad to see it done, but in 
my mind it can best be accomplished by a lease as the easiest way of 
terminating the privilege if it were abused. 

Mr. Sims. I supposed, perhaps, that there Was another reason. 
The reason I asked the question was that it has been claimed, and 
with some show of force, that if the Government took over the rail- 
roads and operated them that politics would play a destructive part. 

Mr. Plumb. I see your point. 

Mr. Sims. I supposed you were injecting the corporation lease so 
that the corporation would be a private corporation and could operate 
without any political restraint or constraint; is that it ? 

Mr. Plumb. Yes, sir. Your former question as to the lease, I did 
not catch. The corporation is devised as the means for procuring 
democracy in operation, as the vehicle for permitting the public, the 
wage earners and the management to have an equal and equivalent 
voice of authority in the control of management. I do not know how 
else that could be accomplished. That takes the operation out of 
the political control of the Government. 
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Mr. Sims. Your plan contemplates Government ownership, but 
private operation ? 

Mr. Plumb. Government ownership, but operation — if we say 
private operation, we are not accurate. 

Mr. Sims. I mean operation by a private corporation ? 

Mr. Plumb. Operation by a corporation which represents equally 
the consuming public, the producing public, and the authority of 
management. 

Mr. Sims. In the operation ? 

Mr. Plumb. In the operation. 

Mr. Sims. Is it jour view that this corporation would not be 
influenced by political pressure ? 

Mr. Plumb. Yes, it is; because one-third of the directorate ap- 
pointed bv the President, five members at most, would permit but 
two members to be appointed during one term. That means that 
three of them could belong to one political party, and with those 
restrictions the political effect on the directorate would be quite 
limited. Politics could play no part: I mean governmental politics 
could play no part in the selection of representatives elected oy the 
classified employees or in the selection of representatives elected by 
the official employees. Their selection would be entirely removed 
from governmental politics. That would mean that two- thirds of 
the directorate would be nonpolitical and the other third would not be 
influenced to any extent by politics. 

Mr. Sims. Do you know of any plan which has been proposed, do 
you remember any — I do not regard the Esch bill as a plan — that 
contemplates directly or indirectly the amortization of any of the 
properties ? 

Mr. Plumb. No other plan that I have studied. 

Mr. Sims. I mean on trie capital invested ? 

Mr. Plumb. No ; I have not f ound any. 

Mr. Sims. If capital investment is not amortized through the 
earnings of the road and capital investment must continue to be met, 
will not the tendency be and will not the almost inevitable result be 
to increase the outstanding capital liabilities indefinitely? 

Mr. Plumb. Why, if you adopt a law which requires rates to be 
fixed at a fair return on the liabilities of the company, you are imme- 
diately inviting an increase of those liabilities at every turn of the 
road and there can be no elimination of liabilities, for that would be a 
listribution of assets. 

Mr. Sims. I am not qualified to form any judgment on the operating 
part of your plan, and so I have no further questions to ask. 

Mr. Barklet. Your bill provides, Mr. Plumb, that this appraise- 
ment board shall ascertain the value of the thing to be purchased by 
the United States Government ? 

Mr. Plumb. Yes, sir. 

Mr. Barklet. If I understood you in your statement in chief, you 
stated that they would not be permitted to take into consideration 
any increase in the intrinsic value of any physical property that had 
been placed upon the road but that that would be fixed according to 
the cost of the article when bought, subject to any depreciation in 
value that may have occurred since ? 

Mr. Plumb. The bill does not so provide. That is my interpre- 
tation of the law. 
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Mr. Barkley. The bill makes no provision. It leaves it entirely 
to the appraisement board, subject to review in certain oases by the 
court to determine whether anything else shall go into the valuation 
besides the actual cost of the property placed on the railroad ? 

Mr. Plumb. Yes, sir. 

Mr. Barkley. Notwithstanding your views about it, if the ap- 
praisement board should see fit, they might take into consideration 
the present value of steel rails in estimating the value of the property ? 

Mr. Plumb. Certainly they might. There is nothing in the bill 
that would prevent them from doing that. 

Mr. Barkley. Nothing to prevent their taking that into considera- 
tion, but that would be subject to review in the courts? 

Mr. Plumb. That is all we ask for, to have the question passed on 
judicially. 

Mr. Barkley. Have you any opinion or any statistics upon which 
you would be able to state what, m jour opinion, would be the lump 
sum required to purchase all the railroads in the United States at 
their actual value ? 

Mr. Plumb. Using actual value in the way of actual investment ? 

Mr. Barkley. Well, you may use it that way for the present. 

Mr. Plumb. I will have some very definite figures to present on 
that in the material that is now being prepared. I can give you a 
"jump" at it now if you desire. 

Mr. Barkley. If you will. 

Mr. Plumb. In my estimation of $19,000,000,000 of property 
investment account there is not to exceed $12,000,000,000, more 
likely not to exceed $10,000,000,000 of actual money contributed by 
the corporations to this public service. 

Mr. IJarkley. I believe it has been estimated that there was 
somewhere between ten and eleven billion dollars of bonded indebted- 
ness outstanding on the railroads of the United States and that in 
addition to that there is something like seven or eight billion dollars 
of bonds and stocks, making in the neighborhood of $18,000,000,000? 

Mr. Plumb. Yes, sir. 

Mr. Barkley. Your contention, then, is that practically one- 
third of that does not represent value, does not represent money 
invested, but represents fictitious value which has been placed upon 
it by financial manipulation ? 

Mr. Plumb. Yes, sir. 

Mr. Barkley. Which has been in vogue in the financing of the 
roads. 

Mr. Plumb. I want to say this: That practice has been a common 
practice outside of the State represented by Mr. Winslow and one or 
two other States for some generations. 

Mr. Barkley. Do you mean that the men who now hold the ten 
or eleven billion dollars of bonds did not pay actual cash or the 
actual amount of the face value for those bonds? 

Mr. Plumb. Not at all; I do not mean that. 

Mr. Barkley. Do you mean that they did pay actual value ol 
the bonds, par value, we will say ? 

Mr. Plumb. I am not at all interested in what John Smith paid 
Tom Jones for a bond or stock which Tom Jones owned in the Santa 
Fe Railroad. That was a transaction between private individuals, 
and in which the public were in no wise interested, but I am intensely 
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interested in finding out how much Tom Jones paid the Santa Fe 
road for a bond which was issued to him or stock which was issued to 
him. The subsequent transaction was purely a private transaction. 

Mr. Barkley. Taking the bonds and stocks separate, in which 
class of investment would you say that the greatest amount of 
fictitious value lies? 

Mr. Plumb. Oh, in the stocks. 

Mr. Barkley. In the stocks ? 

Mr. Plumb. Yes, sir. 

Mr. Barkley. You think that a larger proportion of people who 
own bonds paid actual value for them than among those who own 
the stocks ? 

Mr. Plumb. Yes, sir. In my experience I seldom gave away 
bonds; I usually sold them. 

Mr. Barkley. If the Government should adopt this plan of yours 
and the Board of Assessment should in fixing the actual value that 
is made up on the physical value of the railroads which are to be 
taken over — if they should in their decision arrive at an aggregate of 
only about $12,000,000,000 as the value of the railroads to be paid 
for by the Government, what would become of the extra $6,000,- 
000,000 which is represented now by stocks or bonds? 

Mr. Plumb. Why, that is not in existence now, so nothing would 
become of it. 

Mr. Barkley. • It is in existence on paper. 

Mr. Plumb. But it is not in existence on the market. 

Mr. Barkley. No; it is not on the market. Your contention is 
in effect that the owners of the stocks and bonds would only be able 
to recover now, if the railroad properties in the United States were 
liquidated, something like 66$ per cent of the face value of their 
holdings ? 

Mr. Plumb. Yes. That is more than they have ever recovered in 
all the experience of the railroads liquidating them. 

Mr. Barkley. To the extent of the value of the property upon 
which these bonds and stocks appear as a lien — and they would be 
a lien on the property— which if bought by the Government, would 
add to the valuation which the Government would pay to the owners 
of the stocks or bonds ? 

Mr. Plumb. Yes, sir. 

Mr. Barkley. You believe that this process would result in a 
squeezing out of about $6,000,000,000 of value, of fictitious value, 
based upon the*present valuation of something like $18,000,000,000 ? 

Mr. Plumb. I think it would eliminate that which has already 
vanished, and that the present security holders would receive just 
what they would get if they sold out to-day. 

Mr. Barkley. In other words, this would be a record of elimination 
which you think has already taken place ? 

Mr. Plumb. Yes, sir. 

Mr. Barkley. Let me ask you about the form of this board of 
directors. I have failed in the reading* of this bill to ascertain where 
you lay out a plan for determining the difference between classified 
employees and official employees. 

Mr. Plumb. We do not attempt to lay out that plan, because that 
line is clearly recognized to-day by all men engaged in the railroad 
business. The moment a man receives promotion in the service to 
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such a point that he is no longer eligible for membership in any organ- 
ization, whether he be a member or not, if he is no longer eligible, he 
is in the official classification, 

Mr. Barkley. I am not sufficiently familiar with the classification 
to know when a man is or is not a member. 

Mr. Plumb. I can not tell you that, Congressman, but I am assured 
that the line is plainly drawn, so that no man employed in the railroad 
service is in doubt as to where he should be placed. 

Mr. Barkley. I wonder, in the absence of some legislation descrip- 
tive of those classes, whether any man might be in doubt as to where 
his vote might be cast in determining tne representatives on this 
board of directors of the classified employees and of the official 
classification ? 

Mr. Plumb. I think there would be no doubt about that for the 
first election and certainly none for subsequent elections. This case 
will come as the hen and the egg. We have the railroads and we have 
the officials. 

Mr. Barkley. I do not know that I am old enough to determine 
that from recollection. 

Mr. Plumb. We have provided a directorate that I do not think 
should be perpetuated. So we take the official employees as they 
now exist, and we will say that is the egg, and then create the official 
members of this new board of directors, and the classified employees 
as they now exist, and create the classified members of the new 
directorate and the President appoints his representatives and we 
confer full power on the directorate so constituted to create all officers 
and all official classifications and to define all of the classified employ- 
ments. 

Mr. Barkley. This board of directors could change the present 
status of both the classified and official employees so as to mclude 
one and then the other, if they should see fit ? 

Mr. Plumb. If they should see fit; yes, sir. 

Mr. Barkley. Could they do that to the extent of eliminating one 
class entirely and making only one class or combining between the 
official and classified employees ? 

Mr. Plumb. Certainly not. 

Mr. Barkley. Could they so increase one class by decreasing the 
other, transferring one class of employees over into the other by 
merely calling them one so as to practically eliminate one class by 
the increase of the other? 

Mr. Plumb. We have at the present time 20,000 official employees 
and 2,000,000 classified employees. Naturally, the classified em- 
ployees would not be pleased at having their proportions swollen for 
the benefit of the official employees, and the official employees, 
because of their double rate of dividend, are not going to desire to 
have put into their classification any large number of the classified 
employees. They want to keep their line as strictly drawn as possible. 
Neither one of them can accomplish that result without the consent 
of the representatives of the public directorate. 

Mr. Barkley. If the representatives of both the classified and 
official employees, being in the majority by ten to five, wanted to, 
they could do it over the protest of the other ? 

Mr. Plumb. But at the expense of themselves. 



RETURN OF THE RAILROADS TO PRIVATE OWNERSHIP. 641 

Mr. Barelet. One group or the other ? 

Mr. Plumb. O ne g roup or the other. 

Mr. Barkley. Why give these official employees a double dividend 
as compared with the classified employees ? 

Mr. Plumb. Because this plan is so totally unsocialistic, as I under- 
stand the term "socialistic," that we recognize the right of every man 
to receive compensation according to his deserts, ana we believe that 
where we place upon any body of men authority and responsibility 
thev must receive compensation commensurate with that authority 
and responsibility and through the exercise of that authority and 
responsibility they produce beneficial results by having their orders 
carried out bv a vastly larger body of men cooperating with them, 
and they ought to be entitled not only to much nigher pay, but to a 
higher rate of return. 

Mr. Barkley. In other words, a train dispatcher who is an official 
employee, we will assume, would be entitled to double dividend as 
against an engineer who takes his orders and runs his train in accord- 
ance with the plan of the train dispatcher? 

Mr. Plumb. I will assume that the dispatcher is an official 
employee. 

Mr. Barkley. It is an assumption on my part — I do not know. 

Mr. Plumb. I do not know either; but if he is, he is at the lower 
fringe of official employees, as compared with the man receiving 
as large a salary as the engineer who is at the upper end of the classi- 
fied- employees, but if he is exercising power and authority over a 
body of men beneath him he is entitled to some extra compensation 
for the efficiency which his work produces. This may not give him 
as much compensation as the engineer receives, because you can not 
say that the lowest grade of official employee must receive higher 
compensation than the highest grade of classified employee. I do 
not think that is true in fact, but still he should have this same 
double incentive. 

Mr. Barkley. You use the words at the end of the first paragraph, 
and also at the end of the second paragraph, that if a certain region 
or locality desires an extension of railway facilities under regional 
or local special assessment laws, and, having so organized, will assume 
that part of the cost of the construction and equipment of the new 
extension which may be apportioned to it by the appraisement 
board, and will provide such part of the whole cost as may be allotted 
to it by the appraisement board, then the building of such extension 
by the United States at the specified sharing of costs shall be deemed 
by the appraisement board to be imperative. You mean by the 
word "imperative" shall be deemed compulsory? 

Mr. Plumb. Yes; I mean the Government must build a line where 
the locality pays for it or pays their share of it which the appraise- 
ment board deems should be allotted to it. I want to give to locali- 
ties the power to compel the construction of improvements which 
they need and which they are willing to pay for, which are not built 
at the public expense. 

Mr. Barkley. You provide also that money expended by the 
Government in extending roads in new territory, where the public 
benefit is of such a nature as to relieve the local community of 
expenditure, in that connection it shall not be capitalized) 
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Mr. Plumb. No ; shall be capitalized. That is the kind of extension 
which shall be capitalized. 

Mr. Barkley. What is it you provide shall not be capitalized t 

Mr. Plumb. All expenditures for extensions out of surplus funds 
raised by local taxation shall not be capitalized. 

Mr. Barkley. Of necessity, that provision in either case, in view 
of the fact that the Government is to own the roads and there is 
not to be any capitalization as we now understand that term in con- 
nection with the corporations 

Mr. Plumb. Perhaps we might use a better term there, but what 
we mean is the Government snail issue no bonds, because that is a 
capitalization of this project* that there shall be no increase of the 
outstanding bonded indebtedness for extensions which are paid for 
out of surplus or out of the proceeds of local taxation, and if our 
language is not clear it should be made clear. 

Mr. Barkley. What is the intent of the provision on top of page 
20, the first paragraph, " That notwithstanding anything in this act, 
any society of workers, all or some of whose members are wholly or 
partly employees on the railway lines or properties of the Federal 
Government, or in any other manner employed by the corporation, 
or otherwise under this act, may be registered or constitute them- 
selves or be a trade-union, and may do anything individually or in 
combination which the members of a trade-union may lawfully do." 
What is the object of that language ? 

Mr. Plumb. To preserve the existence of labor organizations now 
in being, and to preclude the prevention of the organization of mutual 
labor organizations where there may be a need or demand for their 
existence. 

Mr. Barkley. To what extent are there now labor organizations 
only part of whose members work for the railroads or who work for 
the railroads only in part ? 

Mr. Plumb. I do not know. If you will ask Mr. Garretson that 
question when he is on the stand, he can answer you fully. 

Mr. Barkley. In section 5 of the last article, page 30, "that the 
lease to the corporation shall be terminated by act of Congress when- 
ever it shall appear upon evidence reviewable in the Federal courts 
that the foregoing provisions to be embodied therein shall not have 
been well and faithfully carried out." You provide there that not- 
withstanding Congress may terminate this lease upon evidence which 
it may deem necessary ana sufficient to enable the lease to be termi- 
nated, yet before Congress can act that evidence must be reviewed 
by the Federal court in some report made back to Congress of its 
finding in the matter before Congress can act, or that the act termi- 
nating the lease can be reviewed by the courts and annulled by ju- 
dicial action. 

Mr. Plumb. That is my idea, that if Congress declares a forfeiture 
it shall set out the evidence of that forfeiture as an exercise of its 
action, and that there may be a review of that decision in the courts. 
Now, what I wanted to provide, and I may not have done it effect- 
ively, I want to provide a perfectly efficient and adequate means of 
revoking this privilege unless the obligations to the public are ful- 
filled, and if this committee can devise a more efficient means, I do 
not care how drastic it is — what we want to do is to save the public, 
because, remember, we consider ourselves a very large part of the 
public. 
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Mr. Barkley. What I had in mind was this : This is a rather novel 
provision ? 

Mr. Plumb. Yes. 

Mr. Barkley. I do not recall it was ever embodied in any other 
bill, giving the courts — of course the courts have power to review 
the acts of Congress on the ground of constitutionality, to declare 
them unconstitutional, but I do not think they have gone to the 
extent of annulling an act of Congress because of its inadvisability, 
or on any other ground except, broadly speaking, constitutional 

f grounds. I will leave it at that, because questions of personal 
iberty and those sort of things are constitutional questions. Now 
it is a little novel to give the court jurisdiction to annul an act of 
Congress, not upon constitutional grounds, but if the court should 
decide that the evidence that Congress had before it was not sufficient, 
in the court's opinion, to justify the passage of the act. 

Mr. Plumb. Well, I have found that forfeiture provisions in fran- 
chises were usually ineffective, because in order to secure a forfeiture 
there must first be a judicial declaration of a forfeiture. The legis- 
lature can not decree a forfeiture; it has got to go through the courts, 
but by contract, which would be this lease, you can confer the right 
on the legislative body to decree the forfeiture without first going 
through the courts. 'Hiat is a contract right which we give. But we 
reserve the right to have that declaration reviewed judicially instead 
of making the legislature first go to the courts and procure the for- 
feiture. That makes it easier to get a forfeiture and puts the Burden 
on the man whose right is forfeited. That is an unusual provision, 
and it is unusual for that very reason. All of the other forfeiture 
provisions with which I have been acquainted put the burden on the 

Sublic, and the man intrenched in privilege always had the benefit. 
Tow I am trying to put the benefit on the other foot, and if I have 
not phrased it so as to do it I would be glad to have help to phrase 
it so there can not be any doubt in it. 

Mr. Barkley. This bill only contemplates the taking over of 
roads that are engaged in interstate commerce, is that true! 

Mr. Plumb. Wait a minute. If you mean bv engaged in inter- 
state commerce 

Mr. Barkley. Or that are subject to regulation by Congress under 
the commission clause of the Constitution. 

Mr. Plumb. No, I would not say that. It does not contemplate 
taking over roads which are not engaged in tran^oortation for the 
public — that is, private carriers. 

Mr. Barkley. Roads that are built wholly within State lines, that 
are not engaged in interstate commerce, that are limited in their 
operation to intrastate commerce, and therefore are not embraced in 
the act to regulate commerce, is it contemplated 

Mr. Plumb (interposing). We contemplate taking them over if they 
are common carriers. 

Mr. Barkley. Under what authority of the Constitution do you 
include them within the power of Congress to take over ? 

Mr. Plumb. The power of Congress to establish and maintain post 
and military roads. 

Mr. Barkley. And as practically all railroads are post or military 
roads 
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Mr. Plumb. They should be so considered. In this country we have 
largely overlooked that until the recent experience. In Europe it 
was the prime object of the construction of all of their lines of rail- 
ways. We have overlooked it, but we realize now that it is an abso- 
lute necessity. 

Mr. Barkley. If this bill should become a law, is there any func- 
tion left to the various State railroad commissions and public utility 
bodies in the regulation of practices, charges, and things of that sort 
now exercised by them ? 

Mr. Plumb. Frankly there are plobo, excepting that we authorize 
this board to appoint and delegate to local authorities, or bodies 
acting under State control, such of their powers as may be exercised 
locally, so that it was in contemplation that we might utilize the 
State utilities for some local administration of the affairs. 

Mr. Barkley. That local administration might have application 
not only to intrastate findings, but also to commerce that originated 
in one State and ended somewhere else? 

Mr. Plumb. Yes. That would be a part, so far as we utilized local 
bodies, it would then be a part of the Federal administration. 

Mr. Barkley. You provide here that the functions of the Inter- 
state Commerce Commission shall be continued as they are provided 
for in the act to regulate commerce. Now, if the Government 
purchases these roads under your bill and this board of directors is 
to operate as provided herein, briefly indicate the procedure that 
would be possible or necessary to get a rate case or any other practice 
or classification before the Interstate Commerce Commission. 

Mr. Plumb. Exactly as is now done. Of course the corporation, 
unlike corporations to-day, could not appear and object to a rate, 
but any shipper might appear, just as he does now, and file objections 
to any rate that was made, and his fight would be not between the 
shipper and the corporation but between the shipper and the Inter- 
state Commerce Commission. 

Mr. Barkley. In drawing this provision for a reduction in the 
rate when the profits have reached more than 5 per cent on the 
amount of the bonded indebtedness, which you call tne capitalization 
under this bill, is that reduction to be effected by this board of 
directors or by the Interstate Commerce Commission ? 

Mr. Plumb. The Interstate Commerce Commission declares- the 
rate and the board of directors must put it into effect. 

Mr. Barkley. So that there must be some cooperation between 
the board of directors, if you create it, and the Interstate Commerce 
Commission in the working out of the rate proposition ? 

Mr. Plumb. Yes. We would expect that the board of directors 
would give the Interstate Commerce Commission much greater 
facility in the investigation of affairs than it has ever been able to 
get of the corporate affairs of private individuals, and that they 
could work oufr such a 5 per cent adjustment in a fair way all over 
the country without disturbing the equalization of rates. 

Mr. Barkley. That is all I care to ask. 

The Chairman. Mr. Plumb, judging from statements made by 
Mr. Morrison yesterday, it is desired bv 5ie organization you represent 
that we have prompt legislation ol this kind, is that right ? 

Mr. Plumb. As prompt as is consistent with proper study. Not a 
forced action of this bill; we have not asked for that; but we are 
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asking every influence that we can reach to study the bill, and if it 
approves it to get behind it. Now if enough force and approval 
gets behind it, then prompt action can be had. If we can not muster 
enough force and approval behind it, why then necessarily the old 
system has got to go on with the old handicaps, and the old questions 
df wages and adjustments. 

The Chairman. If a reasonable period of time is necessary in our 
opinion to properly consider this or any other measure relating to 
railroad legislation, but some of the railroad employees show im- 
patience and manifest that impatience by striking, would that be 
such a plan as you would advocate in securing prompt action on 
this land of legislation ? 

Mr. Plumb. Not in securing prompt action on this kind of legis- 
lation. These labor disturbances have been brewing for months, 
without any connection with the introduction of this bill. The fact 
that they broke simultaneously was due entirely to the invitation 
from yourself, Mr. Chairman, to have this presented this week. If 
that invitation had not been extended, the bill probably would not 
have been introduced until fall, and this hearing would not have been 
held. The two were wholly separate, although in point of time they 
occur together. 

The Chairman. Are you still of the same view you were I think 
on the 7th of February, when you appeared before the Senate Com- 
mittee on Interstate Commerce and declared that you would favor 
a five-year extension provided Order No. 48 were revoked 

Mr. JPlumb. Prohibiting political activities. 

The Chairman. On the part of employees. 

Mr. Plumb. You are asking my personal opinion now, and of course 
that is all I can give you. I do not believe that a five-year extension 
would be necessary. I believe there should be an extension, unless 
there can be very prompt action, but I do not believe it should be 
under the terms of the present control bill. If there is to be an 
extension it seems to me that we ought to follow the English preced- 
ents and require the owners of the railways to absrob a fair snare of 
the deficits of operation. 

The Chairman. Let me remind you of what you said in that 
hearing. "In my own mind, I do not see how a proper solution of 
this question can be reached in one session of Congress. I think it 
can be reached within 2, and I do not mean 5 years. We do not 
mean that 5 years is necessary, but we think that 21 months is 
too short," referring to a 21-months' extension beyond the procla- 
mation declaration of peace provided in the control act. Are you of 
that mind now ? 

Mr. Plumb. Mr. Chairman, the course of events in this country 
within the past 2 years have accelerated the making of history so 
much that what would have required a decade 5 years ago may now 
be accomplished in months. At that time I dia not believe that 
public opinion could be brought to the point where it would decide 
this question in 2 years. I believe it can be now, within 2 years. 
It might be done in less. We are bending every effort to acquaint 
public opinion with this issue as widely as we can and with many 
more means at our control than I ever dreamed we could exercise. 
We may accelerate that day infinitely over what I thought could 
have been done when I testified last before the committee. I would 
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not be surprised at almost any social developments in America at 
this time. We may expect tnings unforseen within 60 or 90 days, 
if I am correctly informed as to the temper of the working men 
throughout the country. 

The Chairman. Have you realized the attempt of the House and 
the Senate, and the inclination of this committee and its purpose in 
starting consideration of legislation to that end ? 

Mr. Plumb. I do, and I believe that that purpose and inclina- 
tion has been greatly enlightened by the events of the last two 
weeks. I honestly believe, and I have been conversing with Senators 
and Congressmen for the last three months, and I have been amazed 
at their seeming, not indifference, but lack of information, as to 
what actually is occurring throughout this country. I have been 
going back and forth and I have kept in touch with the men, not 
the organizations, the men, and I have been astounded at what I 
have learned. I felt more as members of Congress felt when I first 
came down here in May. I did not expect that this question could 
reach its present issue within a year or within two years, but I have 
been overwhelmed by the force of events out in the country and 
the sentiment of the men that is just simply engulfing us. 

The Chairman. Then in your opinion should tnat attitude of the 
minds of those that you have come in contact with force Congress 
to a speedy adoption of legislation ? 

Mr. Plumb. I think it should force Congress to a speedy, indeed, 
an intense consideration of these questions, perhaps, too, laying aside 
all other questions of less moment. 

The Chairman. This committee is doing that. 

Mr. Plumb. This committee is doing that, now. 

The Chairman. And has been for the past four weeks. 

Mr. Plumb. Yes; but I do not believe that this committee has 
been brought in contact with the people before this week. You 
have been conferring with interests. 

The Chairman. Just a moment there. We have heard those who 
have filed applications for hearing, irrespective of location or of 
interest. We did believe that in a logical evolution of this plan for 
legislation we could hear the proponents of plans first, and then 
those who desired to give detailed information as to particulars. 
We are doing that now. 

Mr. Plumb. Yes. 

The Chairman. And we are giving you an opportunity to be 
heard. 

Mr. Plumb. And we appreciate it. 

The Chairman. You are entitled to it. Now do you believe, 
from the knowledge you have gathered recently, that you can affirm 
that the majority of the people of the United States will stand for 
the doctrine of Government ownership of railroads? 

Mr. Plumb. At this time I would not say so, but I am assured, I 
feel absolutely assured, that the great majority of the people of the 
United States are so dissatisfied with present conditions and so turned 
away from past conditions that they are rapidly coming to the support 
of this plan, and I do believe that a majority of the people of the 
United States, when given opportunity for education, will demand 
this plan, and I would not ask Congress to pass it ahead of that event. 

The Chairman. Which would imply that it would have to go to a 
national referendum i 



RETURN OF THE RAILROADS TO PRIVATE OWNERSHIP. 647 

Mr. Plumb. There are other ways in which the mass of the people 
can express their desire. Of course that is the best way and the 
most definite way, but there are other ways. 

The Chairman. For instance ? 

Mr. Plumb. For instance, if you find through the press — and the 
press is in a certain sense responsive to public opinion, just as public 
opinion is in a certain sense responsive to the press — if you find from 
the volume of communications, which are honestly sent to you, that 
the great mass of the people demand this legislation, then I think 
you may accept it as a fact that the majority of the people do require 
it, but you need either that popular demand expressed to you, or an 
election. 

The Chairman. You can not get an expression of support of your 
proposition without propaganda ? 

Mr. Plumb. We can not. 

The Chairman. Nor can the proponents of any other plan without 
propaganda ? 

Mr. Plumb. No. 

The Chairman. So that we, as a committee, may anticipate receipt 
of communications or petitions that are the result of propaganda? 

Mr. Plumb. Yes. 

The Chairman. That propaganda is based on selfish interest, or 
upon self-interest, or it would not have been created ? 

Mr. Plumb. No; I do not agree with you there, Mr. Chairman. 

The Chairman. I said " self-interest or selfish interest." 

Mr. Plumb. Well, I will follow you a while and see if I want to 
correct that. You say, on self-interest or selfish interest. Propa- 
ganda in favor of self-interest has to be purchased. Propaganda in 
favor of the public interest is not purchased, and our propaganda, 
instead of being purchased, is being offered to us. 

The Chairman. Supposing other propaganda comes to us with a 
like hierh source of origin ? 

Mr. Plumb. Call for proof. 

The Chairman. Supposing the farmers, for instance, numbering 
hundreds of thousands, through their regularly constitured bodies, 
say to us, "We do not want it" ? 

Mr. Plumb. Listen to their voice; call them in; measure their 
interest. Let us enter into a debate here; both sides can be heard; 
and then decide in the interest of the public. If the farmers do not 
want it — but I think you will find thejr do. 

The Chairman. I tnink ihej are divided, but what information we 
have thus far received would indicate that the majority was not in 
favor of the proposition. Of course that may be developed by later 
propaganda. 

Mr. Plumb. I think it will. 

The Chairman. And we do not want to foreclose that situation 
now. We do not want to consume much time, but in your proposed 
bill you use the agency of the recall in putting an end to the holding 
of office on the part of the elective members of the directorate and 
also the recall in putting an end to the holding of office of the elective 
membership of the various district boards. Has the recall, as prac- 
ticed in America, either in municipalities or States, proven itself to 
be of such high efficiency and to be productive 01 such valuable 
results to the public as would justify you in using that instrumentality 
in your bill ? 
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Mr. Plumb. Mr. Chairman, I can not answer that, because I do not 
know, and if that is not deemed an advisable provision we are willing 
to strike it out. We merely wanted to signify our willingness to the 
committee to submit that provision if it was thought desirable, but 
we willput that up entirely to the wisdom of the committee. 

The Chairman. The fact that you studied it led us to believe you 
thought it the best method. 

Mr. Plumb. We did, but it is not an essential method. It merely 
occurred to us that if by chance we got a man in those positions that 
was not fitted we wanted to yank him out. 

The Chairman. Suppose tne five were so considered, would you 
want to pull the five out ? 

Mr. Plumb. All five of them. 

The Chairman. If I remember rightly, in the city of Seattle, Wash., 
they had the recaJl for municipal officers, and, if I remember correctly, 
in one year they recalled two mayors. That practice would beget 
such uncertainty in tenure of office as practically to destroy efficiency 
or any continuity of policy, would it not ? 

Mr. Plumb. Tliere is very little efficiency in any municipal political 
organization. It is not created for that purpose. But when we 
create an organization purely for efficiency, removed from politics, 
why, then I think that the recall would be a safe proposition to put 
in, because it would not be used for political purposes, and there 
ought to be ample safeguards against tne mistake of the selection of 
an inefficient man. 

The Chairman. You do realize, of course, that this corporation 
which you create in your bill, should it become a law, would be the 
greatest and most powerful directorate in the world ? 

Mr. Plumb. Yes; I do. 

The Chairman. And hence, the necessity of wisely selecting the 
directors and wisely controlling their tenure of office. In a state- 
ment you made, I think in answer to Mr. Barkley, you said the State 
commissions would be practically eliminated. I suppose you would 
allow them the exercise of the ordinary police powers ? 

Mr. Plumb. Well, frankly, I think that is a detail that ought to 
be worked out. Under existing governmental properties I believe 
the States do not have police power over governmental post offices 
and Federal property. I think, perhaps, that is a mistake. 

The Chairman. In the way of sanitation of depots, and things of 
that kind, public grade crossings, and possibly the elevation of tracks, 
we believe those powers within the jurisdiction of the State com- 
mission. 

Mr. Plumb. Personally my opinion is that we ought to leave to the 
local authority the largest possible measure of authority and re- 
sponsibility, provided it is also efficient. Now, if we are going into 
tnis democracy business we want to keep the Government as close 
at home in details, local affairs, as we possibly can. 

The Chairman. That is why I am asking you whether you are 
going to leave anything to the local authorities t 

Mr. Plumb. It seems to me that that ought to be done, but it 
must be done under arrangements with the Federal authority and 
not separate and distinct from it. 

The Chairman. You mean cooperation f 
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Mr. Plumb. I mean cooperation. I think there ought to be a 
delegation of the central powers to these local authorities as to local 
affairs. 

The Chairman. The tax on railroad properties of the United 
States, in several States, in 1917, totaled $214,000,000. Under 
your plan there shall be no tax on railroad revenues in the States ? 

Mr. Plumb. That has been called to my attention and I do not 
believe that it would be right at once to wipe out these revenues 
which the States have been receiving from these agencies, neither 
do I think it right that the State revenue should be continued indefi- 
nitely, and, as a way of solving that problem, I would suggest that 
we permit the States to receive the revenues which they have been 
receiving, but decreasing them each year 10 per cent until in 10 
years the revenues of the States from this property would have been 
eliminated, and by that time they could adjust their revenue system 
to the new scheme of things, and the cost oi transportation would be 
relieved of that burden. 

The Chairman. Do you see no legal obstacle to the State en- 
forcingthe tax laws upon Federal property? 

Mr. TPlumb. Not by consent of the Federal Government. I do 
see a very strong legal obstacle, unless provision be made for it in 
the bill, but if provision be made for it in the bill then there would 
be no legal obstacle. 

The Chairman. You realize, do you not, that some States draw 
possibly one-half, and perhaps a larger fraction, of their total State 
taxes from their common carriers ? 

Mr. Plumb. I am informed that some of the Western States do 
get that percentage of revenue. 

The Chairman. Now, then, if through the enactment of this 
measure it were suddenly taken away, it would leave some of these 
States in a bad plight from a financial standpoint, would it not ? 

Mr. Plumb. That is what I suggest, that we permit them to con- 
tinue to tax, but reduce the amount of revenue which they receive 
10 per cent per annum, which gives them 10 years in which to adjust 
their system before they are deprived of the revenue. 

The Chairman. Would that necessitate the consent of the legisla- 
tures of the States ? 

Mr. Plumb. It would not. It is a privilege extended them by the 
Federal Government. 

The Chairman. If you depended on them acting, you might wait. 

Mr. Plumb. We would not be dependent on them acting. The 
Federal Government merely extends them that privilege, and they 
certainly will accept it. 

The Chairman. In this amortization plan suggested in your bill 
of 1 per cent per annum, is this amortization fund to be developed 
out of the revenues from operation of the carriers ? 

Mr. Plumb. Yes. 

The Chairman. The development of amortization funds, or amorti- 
zation reserves, always implies a higher earned cost ? 

Mr. Plumb. Yes; certainly. 

The Chairman. So that you pay for your amortization fund in an 
increased current cost during this development ? 

Mr. Plumb. Yes. 

The Chairman. How do they offset ? 
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enough experience to know that if you get 100 letters written in the 
same language that there is something behind that which is not real, 
it is spurious propaganda. If you get 100 letters that you know 
are written by the individuals sending them in, you know that that 
propaganda is not manufactured and is not spurious. Now you will 
have plenty of opportunity to judge that within the next three 
weeks, because that has gotten beyond our control. We are not 
asking for those communications; they are being hurled at us. 

Mr. Barkley. Your remark, then, that you would not be surprised 
at anything that might happen within the next 60 or 90 days did not 
imply any revolutionary or destructive action on the part of any 
great body of men which would stop the wheels of industry or trans- 
portation or bring about a cataclysm of any sort? 

Mr. Plumb. I am going to be absolutely frank with you, just as 
frank as I would be with my own men. I was in St. Louis two weeks 
ago; there was a crowd of three or four thousand there and I spoke. 
After I got through speaking crowds of men came up to me and, to 
speak accurately, one of them, representing one crowd, said: "By 

G , if we can't agree on this plan, there is going to be a revolution, 

and his sentiment was echoed by all of those there. Now, that ia 
not organized effort, it is the spontaneous revolt against conditions 
that can not be borne. 

Mr. Barkley. You do not think, do you, that your most excellent 
oratorical abilities had anything to do with that sentiment? 

Mr. Plumb. Not at all. It merely showed them a way out that 
they were eager to take advantage oi. 

Mr. Barkley. What did you understand to be the meaning that 
was in his mind when he used the word " re volution" ? I am asking 
these questions in order that I may get the information which you 
say you have, and which you have not. 

Mr. Plumb. I think that in that man's mind and in the minds of 
millions of others, they feel that they have reached the point of 
diminishing level of existence where they can not stand any more, 
and rather than continue to serve for a diminishing return tney will 
cease to serve. 

Now, Congressman, I did not know that that existed out in the 
country until I was called out to meet these people. I felt, as I 
think many of you have felt within the last three months, that we 
were getting along all right; that we would work it out some way; 
that there was certainly some way to work it out. I felt the same 
way. I know at this time that it we do not work it out and work 
it out quickly we will have no opportunity to work it out. 

Mr. Babkley. Is that feeling brought about by any sudden change 
of views as to the abstract principles involved in this plan of yours, 
or is it accentuated by the constantly mounting of what we call 
the cost of living, that every man must confront whether he works 
for wages or works for a salary. 

Mr. Plumb. It is accentuated by that constantly mounting cost 
of living and the other necessity of finding some way to meet it. 

Mr. Barkley. That leads me to ask this question. Do you believe 
that the passage of this bill will to any appreciable degree, as affecting 
all the people, solve that problem in the immediate future? 

Mr. Plumb. I believe it will do more to solve that problem than 
anything else that can be done. You are confronted right now with 
a request for a further increase of rates to produce an additional 
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Mr. Barkley. Mr. Chairman, may I ask one question I overlooked 
a while ago ? 

The Chairman. Yes. 

Mr. Barkley. Mr. Plumb, you made a statement that you did not 
think that Congress had been in touch with the people during the last 
three months and that you had obtained information recently which 
you did not believe existed, or which you did not produce when you 
came down here in May ? 

Mr. Plumb. Yes. 

Mr. Barkley. And that the temper of the people is such that you 
would not be surprised at anything that might happen within 60 or 
90 days. For my information and for the information of the com- 
mittee would you object to revealing what you had in mind in making 
that statement ? 

Mr. Plumb. Not at all. I have beenperhaps more isolated in my 
personal experience than Members of Congress. I have been more 
engaged in shutting myself up in my study and working as a lawyer 
on these problems than I have been in mingling with the public. 

I came down here in May expecting to prepare this bill for presenta- 
tion, together with an elaborate brief to fee submitted with it. I 
worked along for two or three weeks. I began to receive calls to 
come here and there, Denver, Wisconsin, St. Louis, "here is a group 
of people who want to hear you talk on this subject." I began 
responding to those calls. The audiences grew from a few hundred 
to thousands, and they are promising me an audience at Sedalia, Mo., 
next Tuesday of 100,000 from all over the State, and I doubt if I can 
go there because of this hearing. 

The interest which the people have shown in this problem has 
amazed me. I did not think it would be possible to interest the 
public in the way they have responded. I have now calls that I am 
unable to fill from all over this country to explain this proposition, 
and that is a demand that has come into existence without any 
newspaper publicity whatsoever. 

I had hoped that in a year I might be able to interest the public 
to that extent, and within three months I am overwhelmed with not 
only requests, but demands that I come and explain this new doc- 
trine. It is spreading like wildfire. Places with which we have 
had no correspondence at all are holding mass meetings and sending 
in resolutions. They have sent down and gotten our literature, 
absolute strangers and unknown to us, and in a little while we get 
back word that they have held a mass meeting and adopted these 
resolutions. I am beginning to be flooded with letters from farmers, 
engineers, officials and employees of railroads, and security holders, 
saying that they believe this plan affords them the only safety that 
has been promised at all. 

Now when that starts within three months and with almost no 
effort on my part, when any effort that I could make could not keep 
up with the demand, then I would not be surprised to see the people, 
the majority of the people of the United States, arising and expressing 
their desire for this plan by any means within their power, mass 
meetings, letters, communications to Members of Congress, or any- 
thing else. 

Now you gentlemen can very quickly distinguish between a manu- 
factured propaganda and a spontaneous reply. You have had 
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Mr. Plumb. I can give you only a hypothetical case. Now the 
proportion holds true no matter what the rate may be, no matter 
what the rate and profit may be, and if I had the basic rates I could 
give you the exact amounts in dollars and cents, but I shall assume 
that wheat shipped from Nebraska to Chicago is then shipped from 
Chicago to Minneapolis for milling, turned mto flour and shipped 
from Minneapolis to St. Louis to a wholesaler, shipped from there 
to Sedalia to a jobber, and shipped from Sedalia to the adjoining 
point to a retailer. That mates five shipments. The consumer 
who buys from the retailer pays 15 compounded profits on those 
costs of transportation. Now, whatever the profit may be, it is 
compounded 15 times. 

Mr. Barkley. So that, if a merchant receives a shipment of $100 
worth of food products, or anything else, wearing apparel, he has 
been accustomed to make a profit of 10 per cent on his outlay, repre- 
senting the $100, if he pays $10 additional freight on that $100 worth 
of goods he charges 10 per cent upon the extra $10 that he pays in 
freight, so that when the consumer buys it he not only pays what 
the merchant paid out for freight, but pays him a profit for paying 
freight ? 

Mr. Plumb. Yes. 

Mr. Barkley. And that process proceeds in arithmetical progres- 
sion in proportion to the number of transactions involved ? 

Mr. Plumb. Yes. Nov, if that profit on the shipment of com- 
modities in interstate commerce were eliminated, it would be a 
tremendous element in the reduction of the high cost of living, and 
the whole trouble, Mr. Congressman, is this, our industrial system 
has now gotten on a basis where profits are caloulated on cost of 
production and not on investment. 

Mr: Babkley. Mr. Chairman, I did not intend to take so much 
more time, but it is a fruitful field for inquiry. 

The Chairman. We shall not have time to proceed further this 
evening. 

(Whereupon, at 4.50 p. m., the committee adjourned until Friday, 
August 8, 1919, at 10.30 a. m.) 



Committee on Interstate and Foreign Commerce, 

House of Representatives, 

Friday, August 8, 1919, 

The committee met at 10 o'clock a. m., Hon. John J. Esch (chair- 
man) presiding. 

The Chairman. Mr. Plumb was on the stand yesterday and mem- 
bers were interrogating him. Judge Sweet wished to interrogate you 
last evening when we adjourned. 

STATEMENT OF GLENN B. PLUMB, GENERAL COUNSEL FOR 
THE ORGANIZED RAILWAY EMPLOYEES OF AMERICA— 
Resumed. 

Mr. Sweet. Mr. Plumb, it is contemplated by your bill that the 
Government will ultimately own the railways of the country and that 
they shall be operated and possessed by the National Railways Oper- 
ating Corporation for the purpose of operating them. 

Mr. Plumb. It is. 
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Mr. Sweet. The Government will own all the roads and this great 
corporation will operate them for 100 years under a lease. 

Mr. Plumb. Or until such time as the Government might revoke 
the lease, unless operations were successful. 

Mr. Sweet. I wish you would explain fully to the committee why 
you put this provision in the bill. Why not have the Government 
own and operate the railroads ? 

Mr. Plumb. Because we do not believe in operation by any Gov- 
ernmental body. We do not believe that this industry can be con- 
ducted by any political autocracy. If we were to leave the operation 

• of the railroads in the hands of political appointees, we would place 
this tremendous system utterly m the hands of politicians, and that 
we do not believe can safely be done. 

! Mr. Sweet. In drawing this provision, did you also take into con- 

sideration the personal inatiative or assertiveness of those who are 

I engaged in the actual operation of the railways ? 

Mr. Plumb. I think that was one of the greatest things taken into 
account. The men who operate the railroads make of it a life work 
and a life study. They should be so placed that there would be no 
limits prescribed for their initiative by any outside forces, excepting 
those placed upon that initiative by the great body of men whose 
skill reprasents the efficiency in the organization. Under this plan, 
we have provided for an incentive to actuate every employee, ooth 
in the official and in the classified bodies of employees, ana we have 
removed from their activities the restrictions under which they now 
operate, placed upon them by capitalistic control, which frequently 
requires them to forego doing things which their judgment tells them 
should be done, because it might absorb moneys required for profits. 
We believe that we, for the first time in this industry, have freed 

| human initiative from restrictive bonds placed upon it by those who 
desire only profits, and have made it possible for the development of 
that initiative to its fullest extent, compatible with efficient service. 
At the same time, we have placed restrictions that prevent a wasteful 
or extravagant expenditure caused by such initiative, because it is 
restricted by the judgment, the common judgment, of all of those 
skilled in the industry; but it is not restricted by outside forces desir- 

! ing profit. And it is also restricted by the judgment of those who 
represent the public, because they have a voice in saying whether or 
not new activities shall be undertaken, whether new inventions shall 
be applied, and yet we get the common judgment of the public, the 
operating forces, and of the management freed from the restrictions 
oi capitalistic control and the desire for profit. 
Mr. Sweet. You believe then that your plan would give a more 

r nearly equal opportunity to those who engage in the railway business ? 

Mr. Plumb. We believe that it restores to those engaged in this 

industry that equal opportunity which is prescribed in the Constitu- 

l tion and of which they have been deprived under the system we are 
seeking to replace. 

Mr. Sweet. In placing this provision in the bill, did you take into 
consideration more efficient operation and management than has 
been had in thepast in connection with our railroads. 

Mr. Plumb. We did; and I will say that that provision was the 
product of not only my own experience of some 30 years in the 
operation of these utilities but the experience of the leaders of these 
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organizations for even a longer period, that this would permit the 
consolidation of all of the forces ot the operatives into an effective 
machine, imbued with a morale made possible by the harmonizing of 
these interests that never have been seen in this service. We believe 
that the savings of that efficiency would run into high percentages of 
existing costs. 

Mr. Sweet. In other words, your idea was that a great private 
corporation like the one provided for in the bill could more effici- 
ently operate the railroads of the country than the Government of the 
United States. 

Mr. Plumb. We believe so. 

Mr. Sweet. And that efficiency can best be obtained through 
the organization of a corporation of this kind that has for its consid- 
eration the operation of the roads. 

Mr. Plumb. We believe so. 

Mr. Sweet. In placing this provision in the bill, did you take 
into consideration the experience or experiences that we. nave had 
during the last year or so in connection with the Federal control of 
the railways. Did that experience assist you in coming to a conclu- 
sion as to what would be proper in placing this provision in the bill? 

Mr. Plumb. That experience confirmed our judgment in placing 
this provision in the bill, though this provision was worked out 
before the results of Government operation were available. And I 
want to correct that, not Government operation, but governmental 
control of operation, for I do not consider that we have had actual 
governmental operation. 

Mr. Sweet. In putting my question to you, I guarded the state- 
ment that I made along that line, making a distinction between 
Government control of operation, and Government operation. 

Mr. Plumb. Yes. 

Mr. Sweet. Did you also take into consideration in putting this 
provision in the bill that all controversies that would arise between 
the Government and the railway employees, or that might arise be- 
tween the Government and the railway employees, in case we had 
Government control, would be better taken care of in that whatever 
controversies might arise would be between the employees and this 
corporation which will operate the roads. 

Mr. Plumb. We believe so, Judge, for this reason: We have re- 
moved from this plan the foundation for most controversies, because 
most controversies between employees and the existing corporations 
arise out of the fact that the existing corporations as employers deny 
the claims of the employees on the ground that the allowance of those 
claims would deprive the employing corporations of some share of 
their profit. That is the basis of most of the disputes. Now that 
basis is removed, and any dispute that arises, in the great majority 
of cases, would be as to questions of discrimination, as to whether the 
employees in this particular craft under the conditions imposed upon 
them were receiving a compensation that compared equitably with 
the employees of another craft who are receiving a different compen- 
sation. Now, those are matters of adjustment to prevent discrimi- 
nations, and those can be best worked out between the managing 
officials and the employees affected, because then it is being solved 
by men who have knowledge of the conditions. That does not 
involve a change in the wage level of the mass; it involves adjust- 
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ments, and that we leave to this board to be selected by the directorate 
through negotiations with the employees. Such boards under the Rail- 
road Administration, and even before the Railroad Administration, 
were very successful in the settlement of such adjustments. Now, even 
in that settlement the public have a voice through their membership 
on the directorate, and it permits a harmonizing of these interests 
instead of the perpetual conflict that has heretofore existed. Now, 
on the question of wage levels, we create another board for that 
purpose, dealing with advances or decreases in wage levels; and, 
again, we leave that to a board represented equally by employees — 
that is, the classified employees and the managing employees — and, 
contrary to the representations made, the classified employees in 
selecting that method have voluntarily surrendered a very great 
advantage. It may be said that the public ought to have repre- 
sentatives on such a board. I think the employees would welcome 
that, but I believe that as it is drawn the employees have submitted 
to a restriction much more severe than could be imposed by public 
representatives, for this reason: The managing employees have twice 
the rate of dividend that the classified employees can obtain. Now, 
it is manifest that with 20,000 managing employees, or a smaller 
number under such a consolidation, and more than 2,000,000 classified 
employees, any slight raise in the wage levels of the 2,000,000, or any 
great proportion of the 2,000,000, would immediately reduce the 
extra dividend allowed to the managing employees; and they will be 
very vigilant to protect that advantage. So we provide that in case 
there can not be a decision by the board so equally balanced it shall 
then go to the public representatives. The self-interest of the man- 
aging officials always will impel them to resist an increase in the wage 
levels. 

It will not impel them to resist adjustments made by the other 
boards ; but that self-interest will prevent their granting an increase 
in the wage level unless they are convinced that it is deserved; 
and if granted, will be against their self-interest; and in case there is 
no decision it must go to the public representatives to decide that 

Question, and if the public representatives on the directorate believe 
txat the employees, by reason of increase in the cost of living are 
entitled to an adjustment upward, certainly the public are not 
going to object, and the managing officials could not resist it. On the 
other hand, if the question involved is a decrease of the wage levels 
by reason of a greatly lowered cost of living, the employees must 
submit to that decision because no body of^ employees ever strike 
unless they can impress on the public the justice of their claims, 
and the public will have passed on that question before a revolt 
against that decision could have been formulated. We believe that 
by eliminating the profits motive and substituting the service motive, 
that very service motive allowing to those who operate the trans- 
portation their reward for the efficiency which benefits the public, 
we have pretty nearly removed all of the causes of industrial friction — 
this industrial warfare under which we have been living— and it will 
permit a coordination and cooperation of these three interests that 
ought to proceed with very little friction between them. 

Mr. Sweet. And the controversy, if any, will not be carried on 
directly with the Government but with the corporation. 

129405— 19— pt 5 9 
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. Mr. Plumb. With the interests within the corporation. 

Mr. Sweet. The interests within the corporation ? 

Mr. Plumb. Yes. 

Mr. Sweet. And the railway employees then would not be placed 
in the attitude of feeling disgruntled against their Government. 

Mr. Plumb. They could only be disgruntled against themselves 
because they decided with the public. 

Mr. Sweet. In placing this provision in the bill, did you take into 
consideration that the United States Government was not organized 
in any way to directly operate business ; and I use the word ' ' business " 
in the ordinary sense in which we use it to-day ? 

Mr. Plumb. It seems to me, Judge, that our Government is a 
separate department of our social life from the productive enter- 
prises. If we combine the two, we have passed into socialism. If 
we can keep them separate, we can still carry on our democratic 
form of government and at the same time may democratize our 
industry. Now, our Government was not organized for the purpose 
of contracting industry. There was no such purpose in the minds of 
the framers of our Constitution; but it was organized to protect the 
political and civic rights of its citizens. Then the Government 
organized or created corporations for the conduct of our industry, 
and the conduct of that industry has been almost totally absorbed 
by these creatures of government. So that, in fact, to-day, the 
Government is conducting our industries not for the benefit of its 
citizens, but for the profit of those who finance those industries. 
Now, we want to utilize all of the benefits that the corporate organi- 
zations have brought to the social order, but we want to turn the 
purpose of those organizations from the production of profit for 
private individuals to the benefit of the public, because through 
these organizations, these corporations, we have effectually socialized 
our industries to-day, but they have been socialized for the wrong 
purpose. We merely want to divert that purpose and utilize the 
strength of that social organization for the direct benefit of those 
who make up these organizations and who constitute the public. 

Mr. Sweet. Mr. Plumb, your idea, then, is to render unto Govern- 
ment the things that pertain to Government and unto business the 
things that pertain to business ? 

Mr. Plumb. Yes, sir; but with this further thought submitted by 
Mr. Stone that business now belongs to the owners of capital, whereas 
it should belong to the public. We exist under Government, but we 
live by industry, and we should have the same freedom in the industry 
by which we hve that we enjoy in the Government under which we 
exist. 

Mr. Sweet. Business really stands on three legs, so to speak, 
capital, labor, and management, and the greatest of these is manage- 
ment, and the Government has not been organized to efficiently 
manage business? 

Mr. Plumb. It was not within the purview of those who organized 
the Government that it should ever undertake the management of 
the things by which the citizens live. That was to be left to the 
industry of the individuals, and we now restore it to the individuals 
by this plan. 

Mr. Sweet. The directors of this corporation are divided into 
three classes. Five of the directors shall be elected by the classified 
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employees of the railway lines and properties of the United States 
ana its possessions below the grade of appointed officials. About 
how many persons would you say are in that class ? 

Mr. Plumb. Approximately 2,200,000.1 

Mr. Sweet. Five of the directors shall be elected by the official 
employees of said lines and properties. How many are there in that 
class ? 

Mr. Plumb. According to the classification as announced by the 
Interstate Commerce Commission there are about 19,730 such em- 
ployees. We call it 20,000 in round numbers. 

Mr. Sweet. You would have five directors representing 20,000 
people ? 

Mr. Plumb. Yes, sir, 

Mr. Sweet. And five directors representing 2,200,000 people ? 

Mr. Plumb. Yes, sir. 

Mr. Sweet. Five of whom shall be designated or appointed by the 
President of the United States, by and with the advice and consent 
of the Senate. Who would those five represent ? 

Mr. Plumb. They would represent the 110,000,000 citizens of the 
country, the consuming element in industry 

Mr. Sweet. And in that class would be tne shippers of the country ? 

Mr. Plumb. Yes, sir. 

Mr. Sweet. The passengers upon the trains ? 

Mr. Plumb. The shippers, the passengers, the farmers, the manu- 
facturers, all those who consume transportation. 

Mr. Sweet. Do you believe that the five directors elected by the 
official employees would remain in number probably the same as they 
are now during the whole life of this corporation ? 

Mr. Plumb. The five directors representing management? 

Mr. Sweet. Representing the officials. 

Mr. Plumb. It seems to me they should, because that element is 
the element which is responsible to the two other elements for the 
conduct of this enterprise, and therefore it could not have a lesser 
voice of authority. 

Mr. Sweet. Considerable has been stated at the hearings here in 
regard to certain proceedings had before the Board of Railway Wages 
and Working Conditions. That board, as I understand it, is operat- 
ing under the United States Railroad Administration. I have oefore 
me a copy of those hearings and I shall read briefly from the testimony 
given by Mr. W. G. Lee, the president of the Brotherhood of Railroad 
Trainmen. He said: 

We reiterate our demand for a recognized principle of payment of time and a half 
for Sundays and holidays and overtime in road freight, passenger, and yard service, 
and assert that the Railroad Administration has discriminated against our members 
in this service in holding this matter in abeyance, for the reason that the principle 
has been recognized in other classes of industry. 

In view of the foregoing inequalities, both as to rates and conditions set forth in 
Supplement No. 16, the convention of our organization that recently closed, after 
it spending several days very seriously discussing Supplement No. 16, provided, through 

resolution, in substance as follows: 

We recommend that the president of the grand lodge be authorized and instructed 
to appoint, convene and meet with five general chairman from the Eastern, five from 
the Western, and five from the Southern Association, and the chairman of the Chicago 
As*>ciation, in conjunction with the vice presidents of the brotherhood, at Washington, 
D. C, rust as soon as the convention has adjourned, for the purpose of determining the 
rates of pay and working conditions to govern employees represented by the brother- 
hood, keeping in mind the fundamental principles herein set forth, and that he further 
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be instructed to place the matter before the Director General of Railroads by wire 
demanding a hearing and insisting on a prompt readjustment of the wage rates and 
rules proposed in Supplement No. 16 for the men employed in the classes of service 
this organization represents. 

That portion of the resolution was particularly under discussion, and, as you know, 
all over this world there is an unrest to-day that we must take into consideration, and 
in order to get away from what appeared to be a bad situation, this resolution was 
adopted with an amendment that may seem to some to be rather out of line with the 
usual procedure of our organization. Such amendment reads in the following lan- 
guage: 

Moved, to amend that in the event we are not given a prompt rehearing and a 

Erompt and satisfctory adjustment of this question the president of the grand lodge is 
ereby instructed to use the protective features of the Brotherhood of Railroad Train- 
men to procure justice for our members. 

I wish you would just explain to the committee the latter part of 
this resolution, what it means ? 

Mr. Plumb. Judge, I have never heard that resolution before. 
My employment does not cover the field of labor adjustment, and I 
am not informed on those matters at all, but I have no doubt that 
if you will address the same question to Mr. Garretson, who has 
much fuller information, that if he can not answer it we will have a 
representative of that organization here who can answer it. I can 
not attempt to answer it because that is not in my field of endeavor, 
and I know nothing about it. 

Mr. Sweet. You do know, though, that a demand has been made 
for an increase in wages ? • 

Mr. Plumb. Demands were made, as I understand it, in January 
of this year that have been under consideration by these wage boards 
and no action has been taken. There has been no decision on the 
adjustments requested, so I am informed, but my knowledge is purely 
by casual information and not from personal knowledge of the matter 
at all. 

Mr. Sweet. Do you know what the demand would amount to ? 

Mr. Plumb. I do not even know what it was. 

Mr. Sweet. Would it amount to $800,000,000 per year ? 

Mr. Plumb. I have not any idea. I am not consulted on those 
matters. I do know this, that the demand made by the trainmen 
could not have been $800,000,000 or anything like $800,000,000. 

Mr. Sweet. I refer, of course, in that connection to Mr. Hines's 
statement, and I suppose that applied to all the employees. 

Mr. Plumb. As to all of the 2,000,000 men engaged on the rail- 
roads, I do not know. I can not give any information on that sub- 
ject, because I do not know the basis. 

The Chairman. That was based on an increase of 12 cents an hour. 

Mr. Plumb. Twelve cents an hour. If that is based on 12 cents an 
hour and amounts to $800,000,000, then the men are receiving less 
than 30 cents an hour to-day. 

The Chairman. Mr. Hines's statement in the letter addressed to 
the President is that an increase of 1 cent an hour would involve an 
additional expenditure of $50,000,000 a year. 

Mr. Plumb. If 1 cent an hour involved an expenditure of $50,000,- 
000 a year, then 12 J cents an hour would involve an expenditure of 
$625,000,000. 

The Chairman. I am not responsible for the mathematics. 

Mr. Plumb. I am responsible for the mathematics, but not for Mr. 
Hines's statement. 

The Chairman. I am not responsible for Mr. Hines's statement. 
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Mr. Sweet. Has what is known as the John D. Rockefeller, jr., 
labor creed ever been brought to your attention ? 

Mr. Plumb. I have received a good many copies of it, but I have 
never read it. I think the copies were filed in the waste basket. 
Perhaps I ought not to have done that. 

Mr. Sweet. In view of that statement, let me call your attention 
to these paragraphs in that creed: 

I believe that the purpose of industry is quite as much to advance social well-being 
as material well-being and that in the pursuit of that purpose the interests of the com- 
munity should be carefully considered, the well-being of the employees as respects 
living and working conditions should be fully guarded, management should be ade- 
quately recognized, and capital should be justly compensated, and that failure in 
any of these particulars means loss to all four. 

I believe that the most potent measure in bringing about industrial harmony and 
prosperity is adequate representation of the parties in interest; that existing forms of 
representation should be carefully studied and availed of in so far as they may be 
found to have merit and are adaptable to the peculiar conditions in the various indus- 
tries. 

I believe that the most effective structure of representation is that which is built 
from the bottom up, which includes all employees, and starting with the election of 
representatives in each industrial plant, the formation of joint works committees, of 
joint district councils, and annual joint conferences of all the parties in interest in a 
single industrial corporation, can be extended to include all plants in the same industry 
all industries in a community, in a nation, and in the various nations. 

Do you indorse that ? 

Mr. Plumb. That is a very excellent pronouncement which if put 
in practice through our railway experience might have resulted differ- 
ently from the present situation, but the error in that is this: It 
takes account only of labor and capital. It does not seek to safe- 
guard the interest of the consumers and when labor and capital join 
the public is exploited, because the public pays whatever labor and 
capital agree on between themselves, and we have become so large a 
part of the public through our organizations now that we are com- 
pelled to recognize that our interest as consumers is just as important 
as our interest as producers, and the plan we present protects the 
interest of the consumers just as completely as it protects the inter- 
est of the producers, and it does not permit a consolidation of 
management and capital, if capital is to be joined with management. 
It does not permit a consolidation or a combination between manage- 
ment and producers to exploit the consumers, nor does it permit a 
combination between the consumers and management to exploit the 
producers. That tripartite arrangement of ours does protect these 
three fundamental interests, and it recognizes as a fundamental inter- 
est in industry for the first time, I believe, that industry is based upon 
the demand of society for the products of the industry, and therefore 
that interest which is fundamental and basic must receive the same 
protection and must have the same authority that is accorded to 
management and the producing element. That element is entirely 
lacking from the Rockefeller Foundation or Subbasement, or what- 
ever it is called. 

Mr. Webster. Mr. Plumb, I want to say that I regret very much 
that I was not able to be here yesterday. I was confined to my bed 
with a sick headache, and my absence did not imply any discourtesy. 
I am very sorry that I could not be here. 

As general counsel for these various organizations, do you have 
anything to do with the preparation or censoring of propaganda 
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letters sent to Members of Congress calling their attention to pending 
legislation before Congress ? 

Mr. Plumb. I do not. AH letters are sent to Members of Congress 
through the spontaneous combustion of the feelings of the men outside. 

Mr. Webster. Day before yesterday when I stated that I did not 
intend to be coerced by threats or intimidations some one in the 
room asked the question if I had been subjected to any such threats. 
I notice in the list of organizations in whose behalf you appear there 
are included the Brotherhood of Railway Carmen and the Brother- 
hood of Railway Clerks. I want to submit to you a letter that I have 
received from many members of both these organizations: 

Falls Lodge 512 — Brotherhood op Railway Carmen of America. 

To J. Stanley Webster. 

Greeting: In council assembled the Brotherhood of Railway Carmen of America, 
Falls Lodge 512, do most emphatically proclaim and assert, that under Government 
control of the railroads that wages have been increased, the work day shortened, and 
our working conditions improved, that labor and the family have had more of the 
necessities of life. 

Which condition has made it possible for him to become a better citizen, as from his 
savings he has become the owner of a home, and the children have the advantage of a 
better education. 

Therefore he who obstructs the Government in this policy of control or owner- 
ship 

Mr. Plumb (interposing). Pardon me, but what is that? "He 
would instruct ?" 

Mr. Webster. "Therefore he who obstructs" 

Mr. Plumb (interposing). Obstructs. 
Mr. Webster (reading) : 

Therefore he who obstructs the Government in this policy of control or ownership, 
becomes our direct enemy and shall be so posted, and a record of his action shall be 
kept for future reference, and it shall be our pledged policy to remove him from what- 
ever political line of trust the public has given into nis keeping. 

We believe it to be our duty to our God, our country, and to man (hat labor should 
have an equality of opportunity. 

And he who denies to labor the right of a living wage is as great an enemy as the 
alien, the pro-German, and the anarchists. 

And we so strongly affirm this position that he who strives to object or demean labor, 
or in any political way detract from the quality of labor shall be posted throughout 
the length and breadth of our fair land as an undesirable. '' He has denied the right 
of labor to equality." 

That is in quotation marks — "He has denied the right of labor to 
equality." 

Now, from my district, Mr. Plumb, I have gathered up in a short 
time since coming to the office building this morning a lot of letters 
of that sort that I have received. 

Mr. Chairman, I desire to ask leave to make these letters [exhibit- 
ing] a part of the hearing, that one of each of them be printed as a 
Eart of the hearing as my answer to the question whether there has 
een any effort to coerce Members of Congress by these organizations 
who are appearing before us at this time. 

The Chairman. You do not mean to insert all of them? 

Mr. Webster. No; only one and permit the others to be filed, 
one from the railway mail clerks and one from the Brotherhood of 
Railway Carmen. They are in the same form precisely. 
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Mr. Webster. May I just direct your attention to what precedes 
that italicized statement: 

Therefore he who obstructs the Government in this policy of control or ownership, 
becomes our direct enemy and shall be so posted, and a record of his action shall be 
kept for future reference, and it shall be our pledged policy to remove him from what- 
ever political line of trust the public has given into his keeping. 

Mr. Plumb. I think that any body of citizens in the United States 
has a right to use their franchise and their political privileges to 
protect through their ballots any rights which they believe they are 
entitled to. Of course, that threat becomes absolutely powerless, if 
you call it a threat, unless the public also supports their belief. They 
would be powerless to remove any Congressman from his seat unless 
the public opinion in his district supported their opinion, and it is 
merely 

Mr. Webster (interposing). They do not confine themselves here 
to removing a Congressman from his seat; they say that he is to be 
"posted throughout the length and breadth of our fair land, as an 
undesirable." They can not remove me from my seat in Congress by 

Sosting me outside of my district, because the people outside of my 
istrict have not any voice in that matter. They propose to hold me 
up to country-wide ridicule and scorn as their direct enemy. 

Mr. Plumb. I do not see that. All that I can see is this, " It shall 
be our pledged policy to remove him from whatever political line of 
trust the public has given into his keeping." 

^ Mr. Webster. It says here, "And we so strongly affirm this posi- 
tion, that he who strives to object or demean labor or in any political 
way detract from the quality of labor, shall be posted throughout the 
length and breadth of our fair land as an undesirable." Then this 
statement is quoted: "He has denied the right of labor to equality." 
I have another one here that makes it a little more specific. This 
comes from Spokane, niy home city, and I read this extract from it: 
"If you are seeking higher aspirations in political life, you hold your 
destiny in your hands. Vote for Government ownership of rail- 
roads." Do you indorse that ? 

Mr. Plumb. Such a letter as that ? 

Mr. Webster. Yes. 

Mr. Plumb. I think there is nothing improper in that letter. 

Mr. Webster. Do you think there is anything improper in the 
letter in your hand to which I have directed your attention ? 

Mr. Plumb. I think this letter that I hold in my hand is subject 
to exactly the same criticism that we have attached to the policies 
of the other side. Colliers sometime ago advocated the public 
posting of men in political life who did not subscribe to the beliefs 
supported by Colliers. 

Mr. Webster. You do not want to subscribe to the idea that it is 
all right to do wrong so long as somebody else does wrong ? 

Mr. Plumb. I do not; but you must remember that these men are 
following examples that have been thrust upon them, and there 
must be some charity shown to them, because they have had a bitter 
road to travel. In the main, when they say that the man who does 
not accept their demands they will consider as an enemy to labor, 
they believe that labor should have equality of opportunity, and 
that the man who denies that opportunity is an enemy of labor. 

Mr. Webster. Then, you indorse the letter? 
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Mr. Plumb. I indorse that statement in the letter. 

Mr. Webster. What part of the letter do you not indorse? 

Mr. Plumb. I do not indorse the posting. I believe that that is 
just as much to be criticized as like methods pursued by our adver- 
saries. I would like to keep our campaign free from such objections, 
and would if it were within my power. 

Mr. Webster. Will you agree with me that the letter, taken by 
and large, in all of its terms, is a plain threat? 

Mr. Plumb. I admit that that is a plain threat. 

Mr. Webster. I want to ask you this question: Do you advocate 
the use of threats being brought to bear upon Members of Congress 
to further the enactment of legislation? 

Mr. Plumb. I believe the public have got the right 

Mr. Webster (interposing). I wish you would answer my ques- 
tion. 

Mr. Plumb. I am going to answer it. 

Mr. Webster. That is a fair and plain question. Do you indorse 
the resort to threats conveyed to Members of Congress for the purpose 
of influencing their action officially with reference to pending 
legislation ? 

Mr. Plumb. Under certain conditions I do, and now I will say 
what those conditions are: When an issue arises in Congress whicn 
is not submitted to the people at the polls and on which the Congress- 
man has not received directions from his constituency, I believe that 
his constituency have the right to inform him what their beliefs 
may be and what action they desire him to take. 

Mr. Webster. And then to tell him what they will do to him if 
he does not do as they desire ? 

Mr. Plumb. They will inevitably do that, because that is human 
nature. 

Mr. Webster. But do they have the right to do that ? 

Mr. Plumb. Anybody has the right to tell any Member of Congress 
whether he will vote for him or not. 

Mr. Webster. And to tell the Congressman what he will do to him 
if he does not do as desired ? 

Mr. Plumb. I believe that he has. 

Mr. Webster. Then you, as general counsel of the organization, 
indorse that as the proper thing to do ? 

Mr. Plumb. No, sir; I do not. Now, I want to say this, that I 
believe that every voter has the right to inform his Bepresentative as 
to his views. Now, having that right, the form of the expression of 
his views will inevitably be a threat — that is, that he will not vote for 
you again, or that he is going to defeat you if you do not follow his 
views. Tnat is inevitable, and you can not get away from it. But 
that threat does not need to worry the Congressman one particle 
unless the public supports it. If the public (foes support it, or if a 
majority 01 his constituents want him to take that action, he is 
recreant to his trust if he does not take it. 

Mr. Webster. Do you not think that he is entitled to give a little 
consideration to other elements of his constituency not comprising the 
labor organizations ? 

Mr. Plumb. Certainly he must. 

Mr. Webster. And to the Constitution of the United States when 
he takes an oath to uphold and support it ? 

Mr. Plumb. Certainly. 
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Mr. Webster. As a lawyer of broad experience, and I am sure you 
are that sort of a lawyer, do you not know that if this letter should 
be written to the judge of a court with reference to a case pending 
before him it would subject the writer to imprisonment for contempt! 

Mr. Plumb. Certainly; but a Representative in Congress or any 
legislative body is there to enact the desires of his constituents, pro- 
vided they are constitutional. 

Mr. Webster. Do you not think that the proper course to pursue 
is the one to which you committed yourself yesterday ? If I have been 
misinformed regarding it, you can correct me, but it is the one to 
which I know Mr. Morrison and Mr. Stone committed themselves and 
indorsed, because I was here and heard it — that i3, that they proposed 
to carry on a campaign of education and enlightenment, and that they 
propose to appeal to the intellect and conscience of Members of Con- 

?ress in an effort to win their approval for what they call the Plumb 
Ian. Now, is it to be understood by us that that friendly campaign of 
education and enlightenment is to be carried on in the form of threats, 
and by telling individual Members of Congress what punishment will 
be inflicted upon him if he fails to give expression to their opinions ? 

Mr. Plumb. That is not our plan, and I am sorry that you were 
not here yesterday, because we tried to make an appeal to the intellect 
of Congress yesterday. 

Mr. Webster. I am very sorry that I could not be here on account 
of illness. Will you be kind enough, for my benefit, to define your 
attitude in regard to that matter now, because of those conditions 
which prevented me from being present yesterday ? 

Mr. Plumb. Certainly. My attitude is this, Mr. Congressman: 
We are here presenting to this committee the very best reasons for 
the adoption of this plan that we can present. We are presenting 
those same reasons throughout the length and breadth of this country 
to the public through every means at our command. That is our 
purpose and that is our campaign. We are using the press, the labor 
press, the magazines, our own publications, and the lecture platform 
ior that purpose, and you will not find in any single matter that we 
have sent out anything that could be used as the basis for a threat. 
It is purely an appeal to reason. 

Now, one word more: The reactions of this are inevitable in just 
such letters as you have received, because the mind of the working- 
man throughout the country is like a bed of tinder, and the moment 
that he sees anything that promises a ray of hope or a way of escape, 
the reactions are bound to come to you, and they will come in the 
form of threats, such as this letter that you have received. That we 
can not control. There is no way of controlling it. It is not the 
method which the leaders desire to have followed, but it is the inev- 
itable reaction of men who see a ray of hope out of the darkness that 
now surrounds them. If you can not see it in that view and make 
the allowances which this tremendous unrest throughout the country 
should lead you to make, then you can not judge the temper of the 
people. 

Mr. Webster. Now, you have just stated that in none of the meth- 
ods to which you have resorted in getting this matter before the 
people have any threats been resorted to, but you have just stated 
m a qualified way that you thought this was permissible. Now, why 
have you not done it? 
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Mr. Plumb. Because that is not the right way to do it. This is a 
matter of statesmanship. 

Mr. Webster. That is what I thought. 

Mr. Plumb. It is a matter that ought to be approached purely from 
the statesmanship viewpoint or idea. It is a case where reason ought 
to control, but we are dealing with a situation where men who grasp 
a glimpse of reason get beyond control, because they see a ray of nope 
and they want to realize it immediately. 

Mr. Webster. Had you seen this form of letter before I handed it 
to you this morning ? 

Mr. Plumb. I had never seen it before, and I did not know that 
there was such a letter. 

Mr. Webster. You did not know that they were being sent out by 
this or any other organization ? 

Mr. Plumb. No, sir. 

Mr. Webster. Had you been consulted about it, would you have 
advised sending them out? 

Mr. Plumb. I would have advised sending a letter, but not that 
form of letter. 

Mr. Webster. If you had been consulted about distributing this 
letter to which I have called your attention, would you have advised 
it being sent out ? 

Mr. Plumb. Not that letter; no, sir. I can tell you what kind of 
letter I would have advised sending out, but I have not advised as to 
any of them. 

Mr. Webster. Now, in order to make it specific, will you please 
take the copy handed to you and tell me what portions you would 
leave out if you were censoring it ? 

Mr. Plumb. Suppose I dictate such a letter as I would send out. 

Mr. Webster. No, sir; I want to confine your attention to that 
form of communication that you said you would not approve. Will 
you indicate what part of it you would disapprove and recommend 
being stricken from the letter ? 

Mr. Plumb. When I disapproved this form, I do not know that I 
would want to then say what parts of it I would strike out. I do 
not approve that form at all. 

Mr. Webster. If your clients had come to you as counsel and 
said, "Mr. Plumb, we are contemplating sending to Members of 
Congress a letter in this form, and we want the benefit of your train- 
ing, experience, and mature judgment on the question of whether 
this is the proper letter to send." You have already told me that 

5rou would nave said to them, "No, gentlemen, I do not think this 
etter should be sent." Then, they would want to know why. Please 
tell me what reasons you would give them under those conditions 
and what parts of the letter you would advise them should be stricken 
out? 

Mr. Plumb. I would have said, "Strike out all after 

Mr. Webster (interposing). "After the enacting clause?" 
Mr. Plumb. "After the enacting clause," and I would begin with 
"My dear sir." 

Mr. Webster. To that extent you indorse this letter, though it 
neither begins with "Dear sir" nor closes with anything, and you 
would eliminate the portion of it between what would appear if it had 
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commenced with "My dear sir" and had concluded with something 
like " Yours, truly" 

Mr. Plumb (interposing). I would have eliminated everything 
from "My dear sir" down to the signature. 

Mr. Webster. That is what I thought. 

Mr. Plumb. That is what I was trying to convey to you when I 
said, "Suppose I dictate a letter." 

Mr. Rayburn. Mr. Plumb, I do not intend to question you in 
regard to the bill or as to the phraseology of it, because our minds are 
so far apart on the fundamentals that it would not be important 
what language you expressed your ideas in. It was stated the other 
day that 2,200,000 employees indorsed this bill. 

Mr. Plumb. Yes, sir. 

Mr. Rayburn. That, of course, would indicate an indorsement 
after an understanding of what was in the bill. 

Mr. Plumb. Yes, sir. 

Mr. Rayburn. Now, can vou tell me just how the average railroad 
employee would understand, the provisions of this bill 

Mr. Plumb (interposing). He would not understand the pro- 
visions of the bill at all. 

Mr. Rayburn (continuing). Well enough to indorse them? 

Mr. Plumb. He would not. 

Mr. Rayburn. When Mr. Morrison, who is the second man in 
your organization, and Mr. Stone, who is the head of one of these 
organizations, admitted that they did not understand the provisions 
of the bill 

Mr. Plumb (interposing). They would not attempt to. They do 
understand thoroughly the principles involved, and they trust us to 
embody those principles m proper phraseology and in proper 
provisions. 

Mr. Rayburn. Now, you say that you, and speaking for the 
organization that you represent, are agamst the Government owner- 
ship and operation of railroads. 

Mr. Plumb. Against the Government operation of railroads. 

Mr. Rayburn. Are you against Government ownership and opera- 
tion of railroads, or the two together ? 

Mr. Plumb. I am against the two together; yes, sir. 

Mr. Rayburn. You say that the employees indorse this bill ? 

Mr. Plumb. Yes, sir. 

Mr. Rayburn. There is a town in my district that is quite a railroad 
town, and not earlier than April I made some remarks here on the 
railroad situation. They were made in February, I think, and they 
were mailed out to them. I got about 200 letters from this town, 
all in the same language, starting out with "Sam Rayburn, Esq.," 
and winding up witn nothing in the way of respect, saying that they 
were in favor of the Government ownersnip ana operation of railroads 
and that their organizations stood for that. Now, if they are against 
Government ownership and operation of railroads, they have changed 
their ideas. 

Mr. Plumb. There was one of the major organizations that in- 
dorsed Government ownership and operation before this plan was 
announced. This plan was presented on the 7th of February. 
Subsequently, the plans were distributed, or the letter was dis- 
tributed to all of the officials of those organizations. They studied 
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the statement^made before the Senate Committee, and conventions 
began to be held in May. They were held on through June and some 
of them into July. At those conventions this plan was discussed 
by the officials and their representatives in the conventions, and 
appropriate action was taken by all of those conventions, and, I 
believe, unanimously in every case, indorsing this plan for Govern- 
ment ownership of railroads and their operation by tins organization 
that we propose. I want to say this: The average, ordinary working- 
man may have a clear idea in his own mind of what he wants to 
express, but the words in which he expresses it may not clearly 
indicate what it is that he wants to say, and, in many instances, the 
workingman will speak of this plan as Government ownership and 
ope ration, but he does not mean operation by the Government. 
When they say that, they mean operation under this plan as proposed. 

Mr. Rayburn. I think this letter I got was drawn by an expert 

Mr. Plumb. That was in 

Mr. Rayburn .(interposing). That was in March. 

Mr. Plumb. That was before this plan had reached all of the 
organizations. 

Mr. Rayburn. So that, if thej were for Government ownership 
and operation then, they have indorsed this plan since. There is 
one provision of your bill to which I would like to call your attention, 
and that is where you form the directors. You stated a moment 
ago that five were to be appointed by the President to represent the 
110,000,000 people in the United States — including the farmers, 
shippers, consumers, and everybody else. 

Mr. Plumb. Yes, sir. 

Mr. Rayburn. There are something like 2,000,000 railroad em- 
ployees. 

Mr. Plumb. Yes, sir. 

Mr. Rayburn. Don't you think that is a rather big division to 
make, to give them 10, and the other 110,000,000 people 5 members 
of this board of directors ? 

Mr. Plumb. We do not give the employees 10; we give the em- 
ployees 5 and we give the public 5. 

Mr. Rayburn. The five appointed by the President belong to the 
public ? 

Mr. Plumb. They do belong to the public. I want to answer that 
question, and I want to distinguish between the 10 for the employees 
and 5 for the public. We do not consider the management as 
belonging with the classified employees. We do not consider that the 
public and the classified employees — that is, the consuming element 
in society and the producing element — are equally balanced. Now, 
the public is going to hold those employees responsible for carrying 
out the orders of tne management. They are the producing element 
that supplies the need of the public. They can not be held responsible 
for supplying that need unless thev have authority equal to th^ 
authoritv that represents the need; because if you are going to give 
the need, of society a greater volume of authority than you bestow 
on the element that supplies that need, then you can not hold those 
who supply the need responsible for their acts. The public must 
assume responsibility, too, and that means going back to political 
autocracy, or the thing that we are trying to get away from. 
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Mr. Rayburn. Do you assume that the President will appoint any 
number of men, even though he had the appointment of all of the 
15 directors, who would not be broad enough to comprehend the 
interests of laboring men as well as those of the other 110,000,000 
people ? 

Mr. Plumb. Yes; that is our experience. The post-office appoint- 
ments seem to justify our belief. We have not found that at the 
head of governmental bureaus they have always succeeded in getting 
men of admitted skill and efficiency in the lines of activity whicn they 
were conducting. 

Mr. Rayburn. But a man's fairness must not be measured by 
that, or by his readiness in granting everything that a special organiza- 
tion may ask. 

Mr. Plumb. No ; but his skill and efficiency are what we are holding 
him responsible for, and there is no way to hold a Government 
appointee responsible for skill and efficiency. He may be an emi- 
nently fair-minded man, but if he is taken from a bank and put in 
charge of stockyards or railroads, you are not liable to get efficiencj 
out of the organization under him; and we want men in cnarge of this 
industry who know it from the ground up. 

Mr. Rayburn. The five who 'are appointed by the officials of the 
railroads are railroad employees ? 

Mr. Plumb. Yes ; they are, but you do not so regard them to-day. 

Mr. Rayburn. They are so regarded now, are they not ? 

Mr. Plumb. No ; because the men appointed by the railway officials, 
in a great number of cases, are not serving on tne railroads to-day. 

Mr. Rayburn. That may be so, there may be some, but the men 
who are in the official positions — I mean below the grade of president 
and men like that, superintendents and people like that — are the 
employees of the railroad. 

Mr. Plumb. Oh, yes; they are employees, but we have never con- 
sidered managing officials as having the same interests and being 
classed with the wage-earning employees. Technically, they are 
employees, I admit that, but they are a different class of employees 
peif orming different functions. 

Mr. Rayburn. That is true, of course. Now, you made the state- 
ment yesterday that one relief that would come from this bill was that 
the rates would be immediately reduced. 

Mr. Plumb. I do not believe that I made that statement, but I 
think it could be done. Now, if you mean by immediately as soon 
as the organization was formed, I doubt if that could be done, but I 
believe it could be done within a year. 

Mr. Rayburn. I mean as soon as it was physically possible. 

Mr. Plumb. Oh,yes. 

Mr. Rayburn. Why do you say that ? 

Mr. Plumb. Well, for tins reason: We are now paying for the use 
of these railroads approximately $1,000,000,000 a year to the owners. 

Mr. Rayburn. Yes. 

Mr. Plumb. We anticipate that if these properties are taken over 
by a fair valuation the capital return would not exceed $500,000,000 
a year, just about the amount they are now paying in fixed charges 
on their bonds. That would have given us $500,000,000 a year which 
would have wiped out our deficits and left us with a surplus, even with 
the increased cost of wages and materials. Now, we believe that 
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under this organization we could have effected efficiencies sufficient to 
have made a net earning of $500,000,000. That would permit a 5 

Ser cent decrease, more than a 5 per cent decrease, about a 7 per cent 
ecrease in rates. We also believe, Congressman, that Director 
General McAdoo was absolutely right when he increased passenger 
rates for the purpose of reducing the amount of transportation. He 
did it, and he reduced the income. We believe that if you were to 
reduce passenger rates you would increase income right now, and if 
you were to reduce freight rates, you would get the same results. 

Mr. Rayburn. But it is entirely a question of opinion as to whether 
or not freight rates would be reduced. 

Mr. Plumb. No. 

Mr. Rayburn. You believe that through these efficiencies, if there 
were any, the expenses of the railroad operation would be cut down, 
and others may believe that through tnis system that they would 

Mr. Plumb. My belief is founded on knowledge. 

Mr. Rayburn. What knowledge ? 

Mr. Plumb. This, in the 80 years of railroad experience until 
within the past 5 or 6 years, we have had a constant reduction in the 
cost of transportation with no increases, but constantly reduced by 
the railroads themselves, because they knew that such reductions 
would produce increased profits through the increased traffic which it 
would induce. That has been the experience of the railroads from 
the beginning down to five years ago, and they have not been mis- 
taken in their judgment, because traffic and profits have increased 
with every reduction, and they have supported their entire rate 
structure on the theory that they had fixed it just low enough to per- 
mit that flow of traffic which would give the greatest profits. That 
is the testimony in all these rate hearings, and the experience of 80 
years has justified it. Now, if that be true — and there is not any 
railroad man who will gainsay me in that — if you raise the level of 
rates you have got them too high to permit that flow of traffic which 
permits the greatest profit, and we have raised our rates 43 per cent. 

Mr. Rayburn. They are now under Government control. Sup- 

Eose they are turned back to private control, and you say this 'has 
een demonstrated by the experience of railroad people 

Mr. Plumb. Yes. 

Mr. Rayburn. Can they properly reduce the rates ? 

Mr. Plumb. Not if they still seek to capitalize the profits they have 
made under the old system and exact a return on those capitalized 
profits. They can not, in any possible way, increase rates so as to 
produce increased revenues. It can not be done. 

Mr. Rayburn. I am not talking about that. You said that they 
had been reducing rates in order to increase revenue. Now, if they 
were turned back would they not do that again ? 

Mr. Plumb. No. They are here with three plans which do not 
contemplate any such action, and I admit they can not do it and 
carry the burden of their capitalized profits. It can not be done. 

Jnfr. Rayburn. It is not to be presumed, of course, that this com- 
mittee or that Congress has got to take your plan or the railroads 9 
plan for legislation looking to the return of their railroads. 

Mr. Plumb. No; but this Congress ought to inform itself of the 
history of railroad construction. 
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Mr. Raybubn. We are trying now, Mr. Plumb, to get all the infor- 
mation we can. 

Mr. Plumb (continuing). And the burden of overcapitalization, on 
definite knowledge, before it accepts any program. 

Mr. Raybubn. We are trying to do that. 

Mr. Plumb. Yes. 

Mr. Raybubn. You talked about unrest last night and about this 
fellow out in St. Louis who came up to you and said there was going 
to be a revolution in this country if your plan was not adopted. 

Mr. Plumb. No: what I said was, if something like this was not 
provided. 

Mr. Raybubn. I understood you to say your plan, and I saw that 
in the papers this morning. I will accept that statement. That is 
nothing new, is it, for somebody to say that if something they want 
is not put into effect there will be a revolution ? 

Mr. Plumb. No. 

Mr. Raybubn. That has been going on for a long time. 

Mr. Plumb. Humanity works along the same lines and according 
to very general laws. 

Mr. Raybubn. And those men — I do not say that it is true of this 

E articular man, but as a general rule, those fellows are men who have 
een standing around on the corners making speeches and stating that 
various things are going to happen and that revolution is coming, and 
the Government is going to be overturned if certain things are not 
done which go to the fundamentals of government. 

Mr. Plumb. No one has said, not even this man, or even intimated 
that the Government was going to be overturned. I did not want to 
give that impression, but that the industrial system must be over- 
turned. There must be some way out by which this Government 
without an overturn can make a revolution in industrial conditions. 

Mr. Raybubn. But I do not think there is any reason for undue 
alarm just because a few people say that a revolution is going to come 
unless some specific thing is done. Now, let me call your attention 
to this: You say that people are petitioning you and want to hear 
your plan discussed all over the country. That is quite natural. It 
is a new and novel plan, and I must say for you that I do not think 
there is a man in the country who could present it better than you do. 

Mr. Plumb. Thank you. 

Mr. Raybubn. But/ on the other hand, yours is a new order of 
things. To-day there is a campaign going on in my State led by a man 
who was once an official in Washington, who is preaching, Get back to 
the old order of things, and to our constituted authorities and act 
under the law and the Constitution, return the railroads to private 
ownership, and things like that, and they are flocking to hear nim by 
the thousands. What do you think that means ? 

Mr. Plumb. If the thousands who hear him support his doctrines, 
I should say he was proceeding on pretty safe ground. 

Mr. Raybubn. That is just it, and because they want to hear you 
on this plan or any other man on another plan does not give an indi- 
cation that the country at this time is for it. 

Mr. Plumb. I do not believe that I have attempted to intimate 
that a majority of the country at. this time was for it. 

129405— 19— pt 5 10 
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Mr. Raybubn. No; I do not say that you have, but you were 
giving that as an evidence of the interest in this plan, and you were 
making an argument for this bill and its provisions at that time. * 

Mr. Plumb. I think the very fact that thousands of men are hear- 
ing this advocate in Texas, that you just spoke of, advocating a 
return of the railroads to private ownership, shows a public interest 
in the question which did not exist a year ago. That man could not 
have gone out a year or two ago and attracted a dozen to such an 
address, and probably I could not either. The fact that both of us 
can call large audiences to hear us talk on the railroad problem shows 

fou that the public are awake and they are demanding a solution, 
do not say they are demanding this solution. They are demanding 
a solution. 

Mr. Raybubn. They are certainly awake down there since the 
Government has been operating the railroads. Mr. Plumb, do you 
advocate the application of the plan in this bill to other industries 
and means of transportation? 

Mr. Plumb. I am not so advocating at this time, Congressman, 
but, frankly, the principle of this bill is applicable to every socialized 
industry based on either a grant of privilege from the Government 
or an acquired monopoly. 

Mr. Raybubn. What about the shoe industry ? 

Mr. Plumb. If it partakes of the nature of a monopoly, I see no 
reason why it should not be made applicable 

Mr. Raybubn. What about the coal mines and the steel mills ? 

Mr. Plumb (continuing). If the employees of the shoe industry 
want it so made. 

Mr. Raybubn. Do you think it would be hardly fair to the em- 
ployees in other industries to socialize the railroads only and not 
them? 

Mr. Plumb. It is up to them. 

Mr. Raybubn. No; I am not talking about its being up to them. 
I am talking about whether it is fair to them or not. 

Mr. Plumb. Certainly; if they desire it done, no one else is going 
to object, and I do not believe it would be wise to take this up ana 
apply it to all socialized industries. Now, you and I use "sociallzed ,, 
in a different meaning. 

Mr. Raybubn. Yes; I remember your explanation of that term 
yesterday. 

Mr. Plumb. Yes. I do not believe it would be well to apply this 
to all socialized industries at once and by one act, but I do believe 
it would be well to apply it to railroads, which are purely govern- 
mental in their functions and which are necessary as a pubbc service, 
not in the production of private industry. 

Mr. Raybubn. How long do you think it would be, if we were to 
socialize all industries, according to what I think about socialization, 
and they were turned over to tne employees, each group jealous ol 
the profits that the other was making, and the wages that the others 
were getting, and the result of that labor that they were having to 
buy— low long do you think it would be before they would be eating 
each other up ? 

Mr. Plumb. I think probably they would last a good deal longer 
than such groups of capitalists with like jealousies as to each other's 
profits and a like desire to eat each otner up, and a much better 
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training in the eating habit, and much higher skilled in accomplishing 
it. 

Mr. Rayburn. But in order to get away from one, why should we 
embrace the other ? 

Mr. Plumb. We are not trying to get away from one. We are 
trying to get this one which affects all. 

Mr. Rayburn. But I am talking about this eating up which these 
capitalists have been doing, and I say it would be well to abandon 
that, but why embrace the other. 

Mr. Plumb. Really, I do not catch the drift of your question. 

Mr. Rayburn. You said this eating process has been going on, 
and I asked you what would happen if you socialized these industries, 
or in other words, espoused the soviet system 

Mr. Plumb (interposing). I really do not know what the soviet 
system is. I am not informed on that. But I do know that with 
two thousand and some odd railroad corporations that we started in 
this business, they have eaten each other up now, until two groups 
control all of them, and it is a question now which one of the two 
remaining tigers gets the other. 

Mr. Rayburn. When one of those tigers eats up the other we would 
then have this centralized control like we would have under some of 
the plans that have been indorsed here. 

Mr. Plumb. Yes. 

Mr. Rayburn. Mr. Plumb, what do you think about the recom- 
mendation of Mr. Hines about a board to control wages ? 

Mr. Plumb. My opinion will be merely personal on that because, 
as I informed the Congressmen, I am not versed on the wage question 
and do not represent the unions in any wage controversies. 

Mr. Rayburn. But that represents a policy. 

Mr. Plumb. It is a policy which I am informed is contrary to that 
approved by the unions or by the organizations. 

Mr. Rayburn. This question was submitted to me the other day 
by a Member, and I asked you the question because it was submitted 
to me. You stated that labor in its increases was never able to keep 
up with the increases that the employer made or the profits the 
employer made. I find that 10 years ago 

Mr. Plumb (interposing). Wait a minute, Congressman, that was 
not what I said. I said that labor in its increases never could over- 
come the increased cost of living by the amount of increased profit 
which went to the employer. Now, there is a big distinction there 
Mr. Rayburn. What did you say ? 

Mr. Plumb. That the wages allotted to labor, the increase in the 
pay of labor, never could overtake the increase in the cost of living, 
and its failure to overtake the increase in the cost of living was 
measured exactly by the increased profit which the employer made 
on the increase which he allowed to labor. 

Mr. Rayburn. I find that the statistics go to show that 10 years 
ago labor received about $1,000,000,000 on the railroads. 

Mr. Plumb. Yes. 

Mr. Rayburn. And last year, $2,500,000,000 I believe you stated 
the other day. 

Mr. Plumb. No; I think labor altogether received something over 
three billion or very close to three billion last year. I was estimating 
the amount that went to the members of the organizations that 1 
represent. 
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Mr. Raybubn. And the return on capital 10 years ago was $760, 
000,000 and last year about $900,000,000 ? 

Mr. Plumb. Yes. 

Mr. Raybubn. With an estimated value of eighteen billion and 10 
years ago thirteen billion six hundred million. 

Mr. Plumb. Now, you have taken into that equation the increase 
in wages allowed by the Government under governmental control and 
not the increase allowed in industries not so controlled. Of course, 
in this instance there has been no increased profit to the employer, 
the railroads, and none to the Government, but the cost of living has 
stretched out in advance of the wage allowed by the amount of profit 
which the manufacturers of commodities have received ana the 
profits which intermediate dealers have charged to consumers on the 
mcreased transportation which they-have paid. 

Mr. Rayburn. That is all, Mr. CL airman. 

(The committee thereupon took a recess until 2 o'clock p. m.) 

AFTERNOON SESSION. 

At the expiration. of the recess the committee resumed its session. 

STATEMENT OF MB. GLENN E. PLUMB, GENERAL COUNSEL 
FOB THE ORGANIZED BAIL WAT EMPLOYEES OF AMERICA, 
WASHINGTON, D. C. — Resumed. 

The Chairman. Col. Winslow, of Massachusetts, will interrogate 
the witness. 

Mr. Winslow. Mr. Plumb, in addition to your profession as a 
lawyer I understood you to say thatyou had been somewhat actively 
engaged in railroad management. Can you tell us what that was ? 

Mr. Plumb. Do you want my entire railroad history? 

Mr. Winslow. No; just a general statement as to how you have 
been connected with railroads. 

Mr* Plumb. When I graduated from law school in 1893 I went 
into the office of Peck, Miller & Starr, in Chicago. George R. Peck 
was then the chief counsel for the Santa Fe and afterwards for the 
Milwaukee & St. Paul, and we had other railroad clients in the office. 
I was with them for five years, during which time I spent a large part 
of my time on railroad matters. In 1900 I was appointed attorney 
for the Chicago General Railways Co., a street railway company in 
Chicago, and m the ensuing years I had very interesting legal expe- 
rience with Mr. Charles T. i erkes, who owned other street railway 
systems in Chicago, where I had about three years; the railroad 1 
was with was in the hands of the receiver, during which time I repre- 
sented the receiver, and then was manager of the road and eventually 
receiver and then in charge of the reorganization of the properties. 
That would be from about 1900 to 1905. In 1905 Edward F. Dunne 
was elected mayor of the city of Chicago and he attempted to 
straighten out the traction tangle. I was about the only street rail- 
way lawyer there that had not been engaged by the big interests 
succeeding Yerkes and the Southside Co., and I was retained by 
Mayor Dunne as special attorney and counsel for the city of Chicago, 
during which time I prepared, together with Clarence Darrow ana 
Maj. Tolman, the corporation counsel, and presented to the 
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supreme court what is known as the 99-year case, or Blair et al. v. 
The City of Chicago, in which proceeding most of the principles that 
I am here contending for were upheld by the supreme court. Then 
I went back to the little foad that I had formerly been connected . 
with, which was soon absorbed by the big systems and taken over 
temporarily by them. I was president of the Calumet t& South 
Chicago Railroad, a street railroad with a line of about 200 miles 
in the southern part of the citv, and on the absorption of that system 
by the Chicago City Railroad. Co. I was retired to private practice. 

I then represented the State's attorney of Cook County and the 
corporation counsel of the city of Chicago in various negotiations 
between the elevated railways and the surface lines, during which 
period I also represented with others the street railway employees 
of Chicago in the settlement of their strike of 1916, and in the liti- 
gation involving the elevated railways I established in the supreme 
court of Illinois the interpretation of that provision of the Illinois 
constitution forbidding the issuance of stocks or bonds by railroad 
companies in excess of the amount paid for them. 

Then in 1916, I believe it was, it might have been 1915, but I 
think it was 1916, 1 was chosen special counsel for the city of Chicago 
in the gas-litigation proceedings which are still pending. 

In 1917 I was retained by the four big railway brotherhoods; I 
mean the four not affiliated with the American Federation of La- 
bor — I use the word "big" because that has been used — they are 
not really bigger than some of the other organizations — to represent 
them in the valuation proceedings before the Interstate Commerce 
Commission under the railroad-valuation act. 

In my experience with the street railways in Chicago I have 
represented every interest that exists in such corporation from being 
president of the corporation to being counsel ior a committee of 
the bondholders and security holders, managing the property, acting 
as receiver for the property, for reorganization committees, and then 
in subsequent years representing the corporation as well a3 repre- 
senting the public interests when I was retained by the city of 
Chicago. So, as the mariner would say, I have boxed the compass 
of corporation interests in my experience. It is out of that expe- 
rience that many of the provisions of this plan have been drawn. 

Mr. Winslow. Kindly state the scope of the Plumb Plan League 
in much the same way. 

Mr. Plumb. The Jrlumb Plan League was a very sudden out- 
growth of the plans back of this presentation. I came here to 
Washington about the 1st of May— I think I arrived on the 2d of 
May — oi this year to represent the brotherhoods. I found that in 
order to get this question before the public outside of organized 
labor that there must be means of publicity, and for that purpose 
the Plumb Plan League was organized about July 1 by the 14 rail- 
way organizations. It was launched at that time and is now 
spreading so rapidly that really I do not know where it is, because 
Ihave not paia any attention to it in the last week. 

Mr. Winslow. Well, suppose you go back a week and tell us 
where it was then ? 

Mr. Plumb. Well, we will go back to a week before that. We had 
received telegraphic requests of upwards a million and a half copies 
of our announcement and the application blanks, which announce- 
ment and application blanks are even now being delivered. 
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Mr. Winslow- Will you kindly tell us of the financial structure 
of that league, as to its initiation fees, dues, and arrangements for 
other funds as needed, and so on ? 

Mr. Plumb. The league provides for two classes of membership. 
One class consisting of local lodges and organizations who pay $10 
a year for their membership and who in return receive 10 complete 
sets of all of the literature which we put out. The individual mem- 
berships are for individuals. That is open to any citizen who be- 
lieves in democracy in industry. Each citizen pays $1 for his annual 
dues and receives one set of all documents published, including sta- 
tistics and " Railroad Democracy," a little magazine published by 
the league. 

Mr. Winslow. What do you estimate the income to be about this 
time or a week ago, at the rate per annum ? 

Mr. Plumb. I could tell you approximately what it was a week 
ago, but that would be no estimate of what it would be, because a 
week ago was the first week that returns had begun to come in. 

Mr. Winslow. If at that rate, what would it amount to per annum ? 

Mr. Plumb. If at that rate ? 

Mr. Winslow. Yes, sir. 

Mr. Plumb. It would be an income of between $125,000 and 
$150,000 per annum. 

Mr. Winslow. Merely a fly speck on what you expect to have 
ultimately ? 

Mr. Plumb. That was the first week that the returns began to come 
in. There is no reason why this league should not embrace at a 
minimum 500,000 men, and at a maximum three or four or five or six 
million men. 

Mr. Winslow. You are pretty good at estimating things that are 
going to happen, we have discovered. What do you think will be 
the annual income 12 months from now ? 

Mr. Plumb. I really could not say, Mr. Winslow. We ought to 
have at least $500,000 a year. 

Mr. Winslow. At least ? 

Mr. Plumb. Yes, sir; at least. I think that is a conservative 
estimate. 

Mr. Winslow. What use will that be put to ? 

Mr. Plumb. It will be put to the purposes of paying for our publi- 
cations, for the printing of literature for distribution, of which we 
have a very considerable amount now prepared, for providing in part 
for lectures, and the expenses of traveling lecturers. 

Mr. Winslow. Publicity, in other words. ? 

Mr. Plumb. Publicity, pure and simple. 

Mr. Winslow. Pitiless publicity ? 

Mr. Plumb. No more pitiless than my examination before this 
committee. 

Mr. Winslow. In the same line ? 

Mr. Plumb. In the same line. 

Mr, Winslow. In good nature, I hope. 

Mr. Plumb. I hope so. 

Mr. Winslow. Will you kindly define the term "labor" as you 
use it in connection with the description of this bill ? 

Mr. Plumb. The term "labor." I doubt if the term "labor" 
occurs in the bill. 

Mr. Winslow. No; in your description of the bill. 
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Mr. Plumb. I include — I want to be sure that I get what you mean. 

Mr. Winslow. I may be wrong about it, but you referred to the 
interest of labor in an abstract way. 

Mr. Plumb. In an abstract way, the interest of labor is the interest 
of those who produce by the application of human effort to the 
problems of production as distinguished from mere investment of 
money. Now, under that I would include the president of a railroad 
company who serves. If he were the holder of securities, his return 
on the securities should not be a part of his return for his labor, so 
he might be in both classes. A boy who carries water on the dump 
also serves and would be included in my definition of "labor." It 
means human effort. 

Mr. Winslow. In the consideration of this bill, as you are arguing 
it, you work to the interest of all of those people ? 

Mr. Plumb. I believe I have; we believe so. 

Mr. Winslow. That is the hope ? 

Mr. Plumb. That is our hope; yes, sir. 

Mr. Winslow. With whom or with what organizations — I do not 
care particularly as to individuals; it may not be a fair question — 
what organizations directly or through representatives nave you 
been in consultation with in consideration of this bill ? 

Mr. Plumb. The 14 organizations named by Mr. Stone. I have 
received advice and help from other organizations outside which are 
not members of this organization — I mean the Plumb Plan League. 

Mr. Winslow. Such as which ? 

Mr. Plumb. The National Public Ownership League of America. 
I want to give them due recognition for the assistance they have 
offered. 

Mr. Winslow. Do you agree with Mr. Morrison in his statement, 
if I quote him correctly — Imean to — that he thinks democracy is 
what you might call a government in which equal opportunity is 
afforded to every man or every citizen ? 

Mr. Plumb. I agree with Mr. Morrison's understanding of the term. 

Mr. Winslow. Perhaps I am incorrect — I want to be correct. 

Mr. Morrison. I agree with him, but equal opportunity needs 
some definition, just as the word "value" requires different definitions 
for the uses to which it is put. 

If I am born into life with but one talent and the next child to me 
is born with five natural talents, his opportunities are greater than 
mine because he has been more richly endowed by nature, but I 
ought to have the same opportunity for the development of my one 
talent that he has for the development of his five. That I believe 
to be democracy, but to say that the man with the endowment of 
five talents by nature can do no more under the social structure than 
the man endowed with one talent is not democracy. That is equal 
opportunity in which I do not believe and in wmch Mr. Morrison 
does not believe. 

Mr. Winslow. Assuming that to be quite correct, would you say 
if equal opportunity were given to every man of equal capacity, 
physically and otherwise, that that would represent democracy ? 

Mr. Plumb. Ye s- e qual opportunity according to their capacity. 

Mr. Winslow. What would be the attitude of yourself and your 
associates toward following the principle of employment on the 
open-shop plan if the Government should take this step ? 
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Mr. Plumb. If there was an open shop from above, I see no reason 
why there should not be from below, and I think that if this plan 
were organized and put into effect, labor organizations would have 
their entire functions changed. A man would join a labor organi- 
zation, not to get more profit from his employer, but as a part of the 
machinery for conducting the industrial democracy. 

Mr. Winslow. Just for elaboration and information, what would 
be the need for unions under the conditions you have described ? 

Mr. Plumb. The same need that now exists for parties in Govern- 
mental politics, or in the political democracy. If you are going to 
have an industrial democracy, there must be machinery for the 
conduct of that democracy. 

Mr. Winslow. You mean a clearing house for the expression of 
their views and to see that they are fairly presented wherever they 
may need to present them? 

Mr. Plumb. Yes, sir. 

Mr. Winslow. Would you say that if this bill were to become a 
law, the railroads would be virtually a department of the Government ? 

Mr. Plumb. No more so than they were before the Government 
assumed control of them. 

Mr. Winslow. Do you feel that the Government would have no 
right to claim them as adopted children even if it furnished the money 
to operate them? 

Mr. Plumb. Yes, sir; they would still be public highways, and their 
operation would still be a function of the Government. The carrying 
ox that function into execution would then be effected by an agency 
created by the Government, just as at present, but the purpose of 
that agency would be service and not profit. 

Mr. Winslow. In what respect would it differ from the service 
rendered by the Post Office Department, which is rendered through 
a Government agency, namely, a Cabinet Member ? 

Mr. Plumb. Tnat is not an agency, but it is a department of the 
Government. 

Mr. Winslow. In what respect do you say it would differ, so far 
as the people and the country are concerned ? 

Mr. Plumb. It would differ so widely that there is no comparison 
between the two. The Post Office employees have absolutely no 
voice in determining the policies of the department, and they are 
not even permitted to voice their own desires as to their own working 
conditions and conditions of employment. 

Mr. Winslow. Do you favor putting them under this same plan ? 

Mr. Plumb. It would be a wonderful improvement. 

Mr. Winslow. What would be your attitude toward having 
railroad employees under the Government subjected to civil-service 
regulations ? 

Mr. Plumb. There would be no necessity for that when the em- 
ployment was removed from politics. Civil service enters into 
employment only when the employment agency is a political agency. 

Mr. Winslow. Have railroad employees been in politics ? 

Mr. Plumb. But not employed politically, and such political 
employees as have been placed in the service have been to the detri- 
ment of the service. 

Mr. Winslow. I do not understand you. Do you mean to say 
that railroad employees have been driven into political activities) 
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Mr. PLtJMB. The only way that railroad employees can procure 
legislation is through political activity: but I want to answer the 
previous question, 3 I may, showing how political employees are a 
detriment to service, and I assume that the same conditions are found 
in the railroad service. I know that they are found in the street 
railroad service. When I was managing a street railway, I was fre- 
quently importuned by aldermen in the city of Chicago to give 
certain men jobs, and it was frequently desirable that I find employ- 
ment for those men, but I never got value received in service for 
what I paid such men. I think that you will probably find the 
same kind of political employment in the railroads. 

Mr. Winslow. How would you employ men under this scheme 
or plan ? 

Mr. Plumb. Under my plan ? 

Mr. Winslow. Yes. 

Mr. Plumb. We leave it entirely to the judgment of the board of 
directors to decide how they shall be employed, but, from my experi- 
ence in employing men in the railroad service, the men at the head of 
departments would undoubtedly be authorized to employ men under 
them in their departments. The men when so employed could not 
be discharged without cause, because of this wage adjustment and 
grievance board which we provide. 

Mr. Winslow. Do you not think that there would be some chance 
for favoritism being shown on the part of the board of directors, 
however it might be made up ? 

Mr. Plumb. Not where that favoritism operated against the inter- 
est of the employees below, because they would have the right and 
authority to question such conduct. 

Mr. Winslow. In the preparation of this bill, have you been sought 
by associations of shippers or business organizations to push it for- 
ward ? 

Mr. Plumb. Oh, no, sir; no shippers organizations have joined 
.with us. 

Mr. Winslow. Are you interested in the welfare of shippers and 
businessmen? 

Mr. Plumb. Decidedly, to the extent that they serve the public. 

Mr. Winslow. What is the limit of their service to the public ? 

Mr. Plumb. I do not know what the limit is. It seems to be the 
limit to get all that can be gotten out of the public. The inter* 
mediate shipper is not affected and is not interested in the costs of 
transportation so long as they are not discriminatory and so long as 
they are not so high as to preclude the transaction of business, because 
he does not pay that cost. 

Mr. Winslow. Does not your last proviso automatically create an 
interest in the intermediate shipper? 

Mr. Plumb. He has the same interest in my plan, or the same legiti- 
mate interest, that he has under the existing situation. I do not 
disturb that at all. 

Mr. Winslow. Quite so; but the point is that he does not appear 
to have become sufficiently interested in your plan to come forward 
and urge it as an improvement on the old plan? 

Mr. Plumb. No, sir; he has not, because under the old plan he 
gets certain advantages which he might not have under this plan. 
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Mr. Winslow. Such as 



Mr. Plumb. Such as this, for instance: There is a largejorganiza- 
tion of fruit shippers in southern California, who, by an arrangment 
with the owners of the refrigerator cars, were supplied with refrigerator 
cars to bring their fruit to the eastern markets. An individual own- 
ing a ranch 20 miles from Salt Lake City, Utah, on which was a fine 
plantation of fruit trees, and through whose plantation ran those oars 
every day in several trains, was compelled to see the cars pass through 
his f aa*m year after year, and he could not get a car out 01 those trains 
put on his sidetrack so that he could ship his fruit to market 20 miles 
away. Under Government control that thing ceased, and last year,* 
for the first time in his experience, he marketed his crop of fruit. 
*ow, there was an advantage which the shippers' association pos- 
sessed that the individual could not enjoy. 

Mr. Winslow. Is there not any remedy for that condition under 
any system of ownership ? 

Mr. Plumb. There may be remedies, but so far they have proven 
to be totally ineffectual. 

Mr. Winslow. I think we all agree on that. 

Mr. Plumb. But there was an instant remedy when the Govern- 
ment took control. 

Mr. Winslow. That might be remedied through legislation. 

Mr. Plumb. But the railroads, you will remember, have told you 
on this committee and on other committees that the reason tney 
failed was because there was too much regulation, and that the Gov- 
ernment regulation of their privileges was what destroyed their credit. 
Now, if we can only build up their credit by granting them more 
privileges and piling on more regulations, it seems to me that that is 
an illogical conclusion. 

Mr. Winslow. It would not be an any more radical departure 
from the past than your plan would involve. 

Mr. Plumb. It is not radical at all to add more regulations, but it 
would be doing the whole thing over again. Now, u we know from . 
experience that that inevitably brings disaster, it is not radical to 
keep on repeating. It may be radical to change the system. 

Mr. Winslow. Under any plan proposed to Congress, is it not quite 
as easy to handle the matter with respect to the change of the regula- 
tion of railroads under one form of ownership as it would be under 
another ? 

Mr. Plumb. The experience of the past 20 years when Congress 
has been regulating has shown that no regulation that Congress has 
been able to devise had resulted in solving this problem. In fact, 
the railroads say that that has been the cause of their disaster. 

Mr. Winslow. Well, we do not need to worry about that; but is 
there not as much hope that Congress may see the right remedy and 
apply it under one form of ownership, as there is that Congress may 
see the right remedy after changing the form of ownership ? 

Mr. Plumb. Not under the old ownership, because the old owner- 
ship, seeking profit for its motive, constantly requires more regula- 
tion. You nave not been moving in harmony, and you would still 
continue the old industrial conflict. In my opinion, there is not 
enough wisdom in Congress or in the world to patch up that old 
broken-down system. 
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Mr. Winslow. Do you think that if wages had been in the recent 
past and were now satisfactory to the employees, if such a thing were 
possible, you would be here with this bill ? 

Mr. 'Plumb. Probably not, because it needed the awakening of 
the wage earner to this situation and of the public to bring in this 
plan. But this plan is not new to me. I have been working on it 
15 years, and awaiting the day when it was appropriate to present it, 
and that day seems to have arrived. 

Mr. Winslow. You feel that the indorsement of it by the em- 
ployees is the reason 

Mr. Plumb (interposing). The plan was not designed to protect 
wage earners alone, but to protect the wage earner according to his 
deserts, to protect the public according to their needs, and the owner 
of capital according to his just reward. 

Mr. Winslow. Prom the viewpoint of those who are the proponents 
of the bill* 

^ Mr. Plumb. Yes, sir; and you will find that the proponents of the 
bill are worried to death at this industrial conflict^ and that they are 
seeking a way that will end it and bring peace. They have adopted 
it because they believe it will bring peace and not because it will 
bring to them special advantages. 

Mr. Winslow. Do you believe that the proponents of a measure 
like this have the right to arrogate to themselves the control and 
regulation of transportation, without regard to the views and inte- 
rests of the misguided shippers and the public who thus far do not 
agree with them ? 

Mr. Plumb. I have never heard of a misguided shipper ever 
appearing in any proceeding on behalf of the wage earner. I have 
heard shippers allege that they appeared on behalf of the public, but 
they have never been appointed dv the public to do that service. 
Now, it is no more an arrogating ot privilege on the part of labor to 
appear on behalf of all interests than it is for the shipper to appear 
on behalf of the public. Now, we are presenting it, as is our privilege, 
to the American people in the hope that they also may see what we 
see in it. 

Mr. Winslow. You do it in collective form ? 

Mr. Plumb. In collective form. 

Mr. W INSLOW « Then you will have no objection if those who do not 
agree with you appear likewise in collective form. 

Mr. Plumb. Col. Winslow, if we can induce you and those who 
represent other views to join us on the platform in debate in 100 
cities of the United States we will welcome it and we will afford them 
every advantage and pay the expense of such a campaign. 

Mr. Winslow. I will not answer that, because I do not want to 
get into a debate for one thing. It might be good propaganda. 

Mr. Stone said that he knew — I do not mean to exaggerate — that 
he knew if this plan went through rates would be lower and every- 
body in the country would benefit. I understood Mr. Morrison to 
express himself likewise. Are you in accord with that opinion ? 

Mr. Plumb. I am so far in accord with it that I could give you 
personal experiences in reducing rates. 

Mr. Winslow. It follows, you too indorse what these gentlemen 
said? 

Mr. Plumb. I do. 
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Mr. Winslow. Now, Mr. Plumb, let us assume for the purpose of 
illustration that a dollar represents the receipts of the railroads. 
Will you kindly distribute the integral parts of that dollar and assign 
them where you think they would go under such a management as 
you propose ? 

m Mr. Plumb. I would assign, at the beginning, 70 per cent to opera- 
tion and maintenance and sinking fund, 20 per cent to fixed 
charges 

Mr. Winslow (interposing). Such as what? 

Mr. Plumb. The balance, I should say, should be represented in 
funds to be divided between employees and the Government, and if 
it was that much there would be a 5 per cent reduction in rates. 

Mr. Winslow. Will you specify what you take in under the fixed 
charges, please? 

Mr. Plumb. Interest on outstanding bonds. By the way, I remem- 
ber now — I have not mv memorandum before me — the sinking fund 
goes in that also instead of in the operating expenses. 

Mr. Winslow. What is the average operating expense as is shown 
on the records of the Interstate Commerce Commission to roads of any 
period you want to name ? 

Mr. rLUMB. Why, the average operating expenses for the 10 years 
before the war, I tmnk, ran close to 65 to 67 per cent. 

Mr. Winslow. Just before the war ? 

Mr. Plumb. Yes. 

Mr. Winslow. That was at the period when it was described that 
the upkeep was not very good ? 

Mr. Plumb. During the normal. 

Mr. Winslow. You say with the normal upkeep that would run 
about 67 per cent ? 

Mr. Plumb. I think they would show a little bettqr figures than 
that. I think 65 or 67 per cent, for some years they even got down 
as low as 61 or 62 per cent. 

Mr. Winslow. So in the operating you show about 3 per cent more 
than the roads do ? 

Mr. Plumb. I do, because I provide there for the proper mainte- 
nance of the properties so as to preserve the integrity of the property, 
something which has never been done heretofore. 

Mr. Winslow. What do you allow for depreciation of the property ? 

Mr. Plumb. Well, that is an engineering problem. I nave had 
some experience in that. It seems to me there ought to be allowed a 
sum equivalent to nearly 3 per cent, around 3 per cent of the outstand- 
ing capital issues, investment for depreciation. 

Mr. Winslow. If you had 10 per cent after these two items of 70 
and 20 cent you would suggest that 5 per cent of it should go in the 
way of reduction of charges, freights and passengers ? 

Mr. Plumb. Yes. 

Mr. Winslow. And 5 per cent to the employees. What percent- 
ages do you set aside for sinking fund ? 

Mr. Plumb. One per cent of the outstanding capitalization, which 
would be somewhere between $100,000,000 and $125,000,000 a year. 

Mr. Winslow. What percentage would be set aside for contingent 
expenses in the event of lean years and lean periods ? 

Mr. Plumb. I would not set aside any. 

Mr. Winslow. How would you overcome any deficit that might 
arise? 



BETUBN OF THE BAILBOADS TO PRIVATE OWNERSHIP. 685 

Mr. Plumb. If there were deficits arising they should be provided 
for by increased rates — that is, deficits due, now, to the thing you 
spoke of — lean years. 

Mr. Winslow. Of course you would not know what they would be 
until you met them, would you ? 

Mr. Plumb. No; but if you have the power to meet them there is 
no trouble in meeting them on the credit of the railroad, because they 
would not have to be carried a year. We would not have the out- 
standing short-term notes that the present companies have got. 

Mr. Winslow. You have in mind the Government would sell the 
necessary number of billions of bonds at 4 per cent ? • 

Mr. Plumb. Undoubtedly. 

Mr. Winslow. On what do you base that opinion ? 

Mr. Plumb. On this: The investment fund is practically a fixed 
amount in this country. There is now.invested ui the outstanding 
securities perhaps an actual fund of, I will say, $12,000,000,000, to be 
generous. If that fund were placed in the hands of the investors it 
would have no place to go, and it would have to go back into a corre- 
sponding field of investment, which the Government would create 
at the same time that it placed the money in the hands of the in- 
vestors. You could not find a field for the investment of $3,000,000,000 
in this country in new industries, and three-fourths of that money 
would inevitably go back into the securities which the Government 
issued, because there is no other place for it to go, and it is nonpro- 
ductive if it has not gone. Now, the investment of the employees 
themselves in Liberty bonds — that is, the labor movement that I 
speak of, was a billion and a quarter of bonds, and there is a very 
large element of the investment public who desire security for their 
investment who would welcome such an investment. I think there 
would be no trouble in providing the necessary $12,000,000,000. 

Mr. Winslow. You probably will admit it is more or less specu- 
lative as a banking proposition, will you not ? 

Mr. Plumb. Oh, no, no; I know something of banks. I have had 
some dealings with them, and they are very anxious not to have 
large accumulations of capital lying idle. They like to have it safely 
placed where it is bringing in a return, and there is no speculation 
about that. 

Mr. Winslow. Do you think you could get anybody to under- 
write your confidence in the idea that the Government could sell 
those billions ? 

Mr. Plumb. Oh, it could be underwritten to a very large extent, 
and it would not require underwriting, that is, anything like the 
underwriting of the Liberty loan bonds, because we shall have got 
a better security than the Liberty loan. The Liberty loan is a hen 
on the taxing power of the Government; this is a lien on the same 
taxing power, out secured by a revenue-producing industry which 
will ooviate the necessity of resorting to tne taxing power, and that 
is a better security. 

Mr. Winslow. What value has that investment if it does not 
earn its way ? 

Mr. Plumb. It is secured by the taxing power. 

Mr. Winslow. So it gets right back to the same power that is 
behind these issues of Liberty Bonds ? 
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Mr. Plumb. Exactly the same power, but with an added security 
which the Liberty bonds do not possess. 

Mr. Winslow. Will you please state that again ? 

Mr. Plumb. With an added security which the Liberty bonds do 
not possess. 

Mr. Winslow. Concretely, what is that? 

Mr. Plumb. A first lien on a revenue-producing industry which 
ordinarily should piovide the interest without resort to the taxing 
power. 

Mr. Winslow. That is an elastic proposition. It seems to me 
that by the time your bonds would go by default on earnings that the 
earning organization you speak of is not of much value. 

Mr. Plumb. Oh, it it went by default entirely. Suppose the 
fixed charges were $500,000,000 a year and the industry did not 
earn any of that, then they would be on a par with the Label ty bonds ? 

Mr. Winslow. Yes. 

Mr. Plumb. But if it earned a hundred million a year it would be 
20 per cent better than a Liberty bond, and I do not believe that 
anybody comtemplates that we would not at least earn a portion of 
the fixed charges. 

Mr. Winslow. Of course that, too, is a matter of speculation. 
People might differ on that proposition ? 

Mr. Plumb. Oh,yes. 

Mr. Winslow. With the number of billions of outstanding bonds 
with the obligation on the Government to redeem, where do you 
think they are going to get these 12, 15, or 18 billion ? 

Mr. Plumb. From the people who will prefer to pay 4 per cent on 
an equivalent amount of obligations directly to the country than pay 
6 or 8 per cent on corporate obligations charged against them in the 
same service. 

Mr. Winslow. Suppose that your roads did not earn as well as 
you think they will, wnat then ? 

Mr. Plumb. Then the Government would be taxed to preserve low 
rates of transportation instead of being taxed to meet a deficit 
caused by high rates. 

Mr. Winslow. Who would pay the low rates ? 

Mr. Plumb. The people would pay them in either event. 

Mr. Winslow. Under one system or the other? 

Mr. Plumb. Yes. 

Mr. Winslow. There is not much headway made on that so far 
as the people are concerned ? 

Mr. Plumb. Oh my, yes; because if they have to pay a deficit 
created by high rates, they would rather pay that deficit caused by 
low rates and pay it only once. 

Mr. Winslow. There is no limit to their taxation, though, as they 
go along ? 

Mr. Plumb. But the limit is always higher if they pay a deficit 
created by high rates. 

Mr. Winslow. Your plan contemplates cutting out the capitali- 
zation on earning power altogether ? 

Mr. Plumb. Absolutely. 

Mr. Winslow. Do you take into account in railroading what is 
taken into account in ordinary commercial enterprises; that is, 
good will ? 
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Mr. Plumb. Not at all. 

Mr. Winslow. Why not ? 

Mr. Plumb. Because there is no such thing as good will in a 
monopoly. 

Mr. Winslow. Do you say that railroading is a monopoly ? 

Mr. Plumb. Absolutely. 

Mr. Winslow. Where is the competition ? 

Mr. Plumb. There is not any. 

Mr. Winslow. I wish you would demonstrate that to me ? 

Mr. Plumb. In the first place, you take a railroad between two 
points, in order to be even nominal competition there must be 
another railroad between the same two points, the one acting inde- 
pendently of the other. If they do not pass jointly between the 
same two points, then there is no competition and there can not be. 
If they do pass jointly between the same two points and have got 
nominal competition, there will not be any competition if there is 
enough business for both lines. If there is only enough business 
for one line, you have got twice the investment witn the same amount 
of business to be competed for at figures which produce a loss in both 
of the investments. The result is those two fines combined to get 
rid of that cost forced on them, and competition ceases. We have 
already combined our railroads in this country to the point where 
there is not even that nominal competition, and we have forbidden 
them to compete in rates. They can not compete in rates by law, 
because they have to charge the rates prescribed. 

Mr. Winslow. Do you want to leave that universal statement ? 

Mr. Plumb. Well, they can not charge more than the rates pre- 
scribed, and if they charge less thay have to do it by filing a schedule 
and giving notice, and being controlled by central authority. I have 
in many years failed to find any competition in rates. Practically 
competition in rates has ceased. 

Mr. Winslow. Give two hat stores in a town, one advertises and 
has accommodating clerks and the other does not advertise and 
does not have accommodating clerks, each with the same capital, 
each with the same line of goods, or virtually so, which one is more 
likely to succeed ? 

Mr. Plumb. The one with the accommodating clerks. 

Mr. Winslow. And do you think his good will is not worth any- 
thing? 

Mr. Plumb. It ought to be worth something to the accommodating 
clerk, but not particularly to the owner of the store. 

Mr. Winslow. Then wny does he try to be accommodating ? 

Mr. Plumb. Because if he does not he will lose his job. 

Mr. Winslow. I do not mean the clerk, I mean the one who 
owns the store. 

Mr. Plumb. Oh, the man who owns the store selects the accommo- 
dating clerks, because they are more valuable help. He can reap 
more Denefit from their services. 

Mr. Winslow. But you assume that he did not pay any more than 
to the other fellow ? 

Mr. Plumb. I would assume so. However, in that case I am not 
compelled to buy my hat at either store; they do not enjoy any 
monopoly; that is an individualistic concern, so the laws of com- 
petition ought to prevail, but that is not true of a public service 
carried on under a grant. 



688 RETURN OF THE RAILROADS TO PRIVATE OWNERSHIP. 

Mr. Winslow. Suppose we take two lines of railways, running from 
New York to Florida; one advertises its business in good shape, with 
attractions at the other end of the line, and so on, and sinks a good 
deal of money there with a view to building up a good will which will 
yield something; what then would you say on competition and good 
will? 

Mr. Plumb. I would say that any moneys which he expended out 
of what the people paid him for service and did not take out of his 
profits, the people were entitled to receive the benefit of, and if that 
created a value that you could call good will, it was a value they had 
paid for and belonged to them. 

Mr. Winslow. The people have paid for it? 

Mr. Plumb. Yes. 

Mr. Winslow. If they have paid for it and the line that gives them 
these services pleases them more, they keep on paying and do not use 
the other line, would you say there was any good will connected with 
the more prosperous line ? 

Mr. Plumb. It was the good will of the public. 

Mr. Winslow. Yes; all good will is the good will of the public. 

Mr. Plumb. Built up out of the money which they have paid for 
that service. 

Mr. Winslow. Oh, yes. 

Mr. Plumb. Then they are entitled to the benefit of it. There is 
not any law under which that can be capitalized by the railroad com- 
pany. You can not do it in Massachusetts, and you can not do it in 
any other State. 

Mr. Winslow. We will grant that, but even so 

Mr. Plumb (interposing). If there is not a law authorizing it, then 
how can it be claimed as a private interest ? 

Mr. Winslow. Do you mean to suggest that there have been issues 
of stock in this country which have been clearly illegal ? 

Mr. Plumb. A great many. 

Mr. Winslow. Will you cite some ? 

Mr. Plumb. I will. The Chicago & Alton. The issues of the stock 
of the Southern Pacific, of the Kansas City Southern, of every rail- 
road company organized under the laws of Illinois, Missouri, Ken- 
tucky, Pennsylvania, Louisiana, Mississippi, Alabama, Texas, 
Colorado, North and South Dakota, California, Washington, and 
Oregon, and some other States that I can not mention now, that 
have issued securities in excess of the value of the consideration 
actually received for them, have violated the law, and have no basis 
for such securities. 

Mr. Winslow. Have there been any actions brought against them ? 

Mr. Plumb. No actions have ever been brought against any of 
these issues, except one I brought against the elevated railways in 
Illinois. 

Mr. Winslow. The people have allowed those issues to continue 
without questioning the legality ? 

Mr. Plumb. They have. 

Mr. Winslow. In all these States ? 

Mr. Plumb. Yes. It looks as though the men selected who can 
act only on behalf of the State were not as much interested in the 
State's welfare as they were in other interests. 
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Mr. Winslow. Assuming that is truo, that proposition is beyond 
me, but if that is true, \vhat have you to say of the protection of 

Eoople who, in good faith, have bought those securities, not from the 
anker, but in the market. 

Mr. Plumb. They were purchasing a private interest between 
private individuals, of which the State had no knowledge, and which 
the State did not sanction, and for which the State assumes no 
responsibility. 

Mr. Winslow. You believe that many such cases have arisen? 

Mr. Plumb. Oh, a great many. 

Mr. Winslow. And you would cut them right out and let them 
fall on their backs ? 

Mr. Plumb. Yes; the Supromo Court did exactly the samo thing 
in the case that came up from the Fox River Railway Co., La Salle 
County, 111., where an issue of bonds had been authorized under an 
act of the legislature, or supposed act, voted by the township, issued, 
delivered to the contractor of the railway by his hands, through his 
hands, passed into the hands of bankers, and thence sold to investor's. 
It was found afterwards, when the bonds matured and the tax was 
lovied to pay them, that the act under which they were supposed to 
have been issuod had not been read three times in the Illinois Legis- 
lature, and therefore no such law existed and no authority for their 
issuance, and the holders of the bonds, by the Supreme Court of the 
United States, were denied any relief l>ecauso those bonds were 
forbidden by law, a3 not having been authorized by law. Now, in 
the case of these other securities you have got a constitutional pro- 
vision in these words: 

No railroad corporation shall issue its stock or bonds except or money, labor, or 
property actually received and applied to the purposes for which the corporation was 
created; any stock dividend or other fictitious increase of capital stock or indebted* 
ness shall be void. 

Therefore they never existed, being void as an issue ab initio. 

Mr. Winslow. You probably will agree that there are some roads 
where stock of that kind has been issued which are paying dividends 
on stock ? 

Mr. Plumb. Oh, yes; a great many. 

Mr. Winslow. And people own those stocks ? 

Mr. Plumb. Yes. 

Mr. Winslow. Now, regardless of the moral consideration, for 
whatever it is worth, would you have me believe, or the committee 
believe, that the proponents of this bill would have the Govern- 
ment step in and take the roads at their bare physical value and let 
all these owners of such stock scuffle for themselves ? 

Mr. Plumb. Those owners have already suffered about all the 
losses they could suffer under such an arrangement. We are taking 
nothing: from them. 

Mr. Winslow. Even if it is so, that would be your attitude toward 
that property ? 

^ Mr. Plumb. My attitude toward that property, taking a hypothe- 
tical case now, is this: The owner of those securities was bound to 
know the authority under which they had been issued, and if they 
were not lawfully issued, 1,000,000 transfers of those securities 
between individual owners could give them no validity. There 

120405— 19— R 5 11 



690 RETURN OF THE RAILROADS TO PRIVATE OWNERSHIP. 

was a moral obligation on the people who issued them, but that 
can not be transferred to the public to the detriment of the public. 

Mr. Winslow. Very good. Under your plan you would take 
those securities away from people with no reimbursement ? 

Mr. Plumb. No reimbursement beyond that which a court might 
ascribe to them. I would leave it to the court. 

Mr. Winslow. On a physical valuation ? 

Mr. Plumb. You use the term "physical valuation." That is not 
what we propose. In your State alone, almost of all of the States, 
before these constitutional provisions were adopted, there was super- 
vision of the issuance of securities by railroad companies, and your 
State has pretty well protected the interests of investors, and wher- 
ever the State has sanctioned an issue of course it is binding on the. 
public. Now, in Minnesota, for instance, or Wisconsin, I believe it 
is, there the law permits the issuance of securities for a certain per- 
centage below par, and if that law has not been violated I believe the 
obligation of tnose securities is valid, just as in Illinois prior to the 
adoption of the constitution they authorized some of these railroads 
to issue securities at any figure the directors saw fit to accept, and 
when so issued they should be as valid as those issued at par. Those 
securities have a lawful aspect and would be binding, but wherever 
the laws have foridden the issuance of such securities, no possible 
equity or value or moral obligation can attach to the State or to the 
public because of the wrongdoing of the officials of such an organiza- 
tion. Now, here in New York, in the big gas case, United States v. 
Wilcox, there was $7,000,000 of securities that had been issued on a 
valuation approved by the legislature, although that did not mean an 
investment. There the coifrt recognized the validity of those 
securities because there was legislative sanction, and if you gentlemen 
legislate so as to recognize the validity of the property investment 
account of these railroads, you have sanctioned all of those fictitious 
securities, but it is going to take a legislative sanction to inject life 
into them. 

Mr. Winslow. Suppose the people of my State own a lot of 
securities issued in some of these other States you have mentioned 
illegally, and are receiving dividends on them right along on the 
earning powers of those rauroads, would you cut their holdings right 
off because they do not come within the description of your valuation 
in your bill? 

Mr. Plumb. That would be a hardship, but I would do it, because 
the benefit which you are now receiving is exactly counterbalanced 
by the hardship wnich the. public are paying. 

Mr. Winslow. I just wanted to get that point. How do you 
describe a public-service corporation ? 

Mr. Plumb. Well, I should say a public-service corporation was 
any corporation rendering services to the public which requires a 
grant from the public in order to render that service, a grant of privi- 
lege or franchise. 

Mr. Winslow. What is a semi public-service corporation ? 

Mr. Plumb. I do not make that distinction. 

Mr. Winslow. You do not make any ? 

Mr. Plumb. No. 

Mr. Winslow, How far down the line in commercial undertakings 
do you think the participation of employee management should be 
carried out ? 
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Mr. Plumb. Well, my opinion on that is not of much value, be- 
cause it is purely theoretical and I have not attempted to apply this 
principle to any other industry, but theoretically I should say that 
any industry that was based on a grant made by the people through 
legislative action, or that was based on a monopoly, either granted 
or acquired, came within the purview of these principles. 

Mr. Winslow. Yesterday you suggested that perhaps to offset the 
loss of tax money received from taxation in various States you might 
have a sliding scale of reduction of return by allowance through earn- 
ings of the railroads ? 

Mr. Plumb. Yes. 

Mr. Winslow. How would you get at that matter ? How would 
you get the money to pay those taxes ? 

Mr. Plumb. Just where we get it now. It is charged in operating 
expenses now. 

Mr. Winslow. And you would keep on charging it in operating 
expenses ? 

Mr. Plumb. I would keep on charging it in operating expenses, 10 
per cent less each year, until we had eliminated it from that expense 
account. 

Mr. Winslow. In other words, you would have to keep your rates 
up pretty well for a few years to cover that ? 

Mr. Plumb. The rates are up there now; they would begin to come 
down by that percentage every year as we progressed. 

Mr. Winslow. However the rates were affected, we would have 
to pay that bonus to those States ? 

Mr. Plumb. We have been permitting the corporations to pay it 
for so long that to discontinue the payment might bring about a 
serious readjustment of the taxing scheme in many sovereignties. 
Now, I would give them 10 years to readjust, and readjust slowly, dur- 
ing which time that aid would be withdrawn from these sovereign- 
ties, and our operating expenses would be decreased by that amount 
each year. 

Mr. Winslow. That would be something in the way of a profit, 
would it not, for the railroads over the bare cost of transportation ? 

Mr. Plumb. No, because that is included in the cost of transporta- 
tion to-day, that is charged in the cost. 

Mr. Winslow. You include that in your 70 per cent? 

Mr. Plumb. I include that in my 70 per cent; it is included in the 
65 per cent of the railways, as they have previously reported it. 

Mr. Winslow. Will you kindly state again on wnat basis you 
establish 10 or 12 billions as the valuation of these properties under 
your plan ? 

Mr. Plumb. Yes; we have some known examples of railway finan- 
ciering that have been considered and admitted to be scandalous, and 
I will name the Alton as the shining example. The Alton was over- 
capitalized, admittedly, 100 per cent or more. The investigation so 
for made by the Interstate Commerce Commission indicates that that 
is not only a shining example, but it is the current example. Thfr 
five companies on which final reports have been made and approved 
show an actual cost of reconstruction new of a little less than 50 per 
ceut of the total property investment account of those five roads, 
and the actual cost of reconstruction new does nor purport to show the 
total investment, because they have not found the actual investment 
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in these five roads. Now, these five roads have been considered'as 
being honestly conducted and capitalized, and yet the cost of repro- 
duction new includes the increment in lands, in labor, and materials 
over the original cost, and it is less than one-half of the property 
investment account or the capitalization 

Mr. Winslow. Is that a matter of record available ? 

Mr. Plumb. That is a matter of record available. 

Mr. Bledsoe. Will you not ask Mr. Plumb to state what those 
roads are and what the amounts are ? 

The Chairman. The Interstate Commerce Commission has filed 
its investigations on the Pere Marquette, the Wabash Terminal, tho 
Frisco Line, the Rock Island, and I think, the M., K. & T., and also 
the Chicago, Hamilton & Dayton. They have made special reports 
on all of those five systems, and they are available to tne committeo 
in reports of the commission, and there is also an investigation made 
with regard to the New Haven. I have no objection to your asking 
the question. 

Mr. Bledsoe. The only object was to get the names of record 
so as to know what Mr. Plumb referred to and see if it is in fact 
correct. 

Mr. Plumb. I have a tabulation of that which I intend to present 
in my criticism of the chamber of commerce plan, giving the names 
of the roads, the amounts of the property investment account, and 
the cost of reproduction. 

Mr. Winslow. Do you know of any management under which it 
has been tried out on the lines you have suggested ? 

Mr. Plumb. I have tried it out on a wav on a little street railroad 
I was running, where I had absolute control myself, and out of that 
experience I largely gained the ideas that have gone into this plan. 

Mr. Winslow. Will you give that for the record ? 

Mr. Plumb. I think perhaps it might De — a street railroad. 

Mr. Winslow. That is not exactly parallel. 

Mr. Plumb. No: but the labor conditions and the managerial con- 
ditions would be tne same. ^ 

Mr. Montague. May I interrupt to ask in that connection, you 
say you had absolute control of that road yourself ? 

^Ir. Plumb. I did. 

Mr. Montague. How could you democratize it then ? 

Mr. Plumb. By taking into my counsel the men employed under 
me and letting them guide me in the operation of the road. 

Mr. Montague. Thev would run it then, not you ? 

Mr. Plumb. I was the management and they were labor. I did 
not have the public in. 

Mr. Winslow. Did they share the responsibility and obligations 
with you ? 

Mr. Plumb. They shared with me, but I did not report it to tho 
court; I was receiver and was left in full charge to handle it as I 
pleased. 

Mr. Winslow. Equal authority with you? 

M. Plumb. Oh, no; I was the autocrat. 

Mr. Montague. My question was based on the fact that you had 
absolute control of that railroad. I want to know how you get 
democracy with any person who has absolute control ? 

Mr. Plumb. It can not be done. I said I tried an experiment. 
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Mr. WmsLOW. Did you divide up the profits, too ? 

Mr. Plumb. I did. 

Mr. WrNSLOW. As receiver ? 

Mr. Plumb. By an increase in wages, which was authorized. 

Mr. Winslow. That is hardly the same thing. 

Mr. Plumb. But I made them earn their mcrease in wages by 
showing efficiency first. 

Mr. Winslow. That is interesting, but I do not think it, is com- 
parable. I might ask you just one more ouestion. I should like to 
ask you if, after all, the claim you make ana the claim of your friends, 
of the proponents, is not really more a conjecture than a conclusive 
judgment as to the surety witn which this plan will work out finan- 
cially and otherwise? 

Mr. Plumb. It is our best judgment, if you can distinguish between 
conjecture and judgment, if there is a distinction. It is not con- 
jecture, it is judgment, and it is judgment based on my experience, 
and my conclusions are approved by the great body ol the railway 
employees who have had experience in operation, and they know 
more about the business than any other body of men in America. 

Mr. Winslow. Would you have the committee understand that 
that great bodj of railroad men, 2,000,000 of them, can know any- 
thing about this bill in respect of its details that have been set up? 

Mr. Plumb. No; not as to its details, but as to the principles, and 
I think this committee will confess that the details of the bill fairly 
carry out the principles announced, and the body of our supporters 
do not ask to know about the details, so long as the heads of the 
organization are advised of the details and insist that those details 
do thoroughly carry out the principles, which the great body of the 
organization do comprehend and know about. 

Mr. Sanders of Indiana. When was the Plumb plan first sub- 
mitted to the various organizations? 

Mr. Plumb. In January of this year. 

Mr. Sanders of Indiana. In how much detail at that time? 

Mr. Plumb. In all of the detail in which it was presented to the 
Senate committee on the 8th day of February, and that was all 
the detail that had been evolved until this bill was presented here. 

Mr. Sanders of Indiana. I have had several communications from 
railroad employees of the fifth district of Indiana, which 1 reprosent, 
asking me to favor Government ownership of railroads. You would 
not say that this plan was a plan of Government ownership of rail- 
roads? 

Mr. Plumb. Yes; I should say it was a plan of Government owner- 
ship, and our followers so understand it; but not a plan of Govern- 
ment operation. 

Mr. Sanders of Indiana. So far as the employees of the present 
generation are concerned, the Government will practically have no 
control of these properties, under the proposed plan. Is that not 
true ? 

Mr. Plumb. Control over the operation of the properties ? Not 
unless the operation under this plan proves unsatisfactory and the 
public desires to cancel it. 

Mr. Sanders of Indiana. Do you consider that this Plumb T lan 
is a concrete expression of the thought expressed in the message of the 
President of the United States, last delivered to Congress ? 
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Mr. Plumb. Well, that message was delivered after this plan had 
been prepared. We were delighted to find what we thought was an 
expression of the same idea in the President's message. 

Mr. Sanders of Indiana. Had the bill, in substance, been furnished 
to the President prior to the delivery of his message ? 

Mr. Plumb. I do not believe the bill has been furnished to the 
President yet. 

Mr. Sanders of Indiana. You do not know whether in that message 
he meant to express approval of the Plumb plan or not ? 

Mr. Plumb. I do not. 
^ I wish to say that I have had no conference with the President 
since — oh, I think it must be nearly two years. I have had no 
expression from him in regard to this, and I have received a con- 
veyance of no expressions from him in regard to this. I know abso- 
lutely nothing about what his attitude of mind is toward it. 

Mr. Sanders of Indiana. How do you interpret the part of the 
President's language dealing with the labor situation in connection 
with this proposed legislation ? 

Mr. Plumb. I have not interpreted it in connection with this 
proposed legislation at all. I do not know that the President had 
this legislation in mind. I think that he was announcing a principle, 
as apr Tied to the new era in industry, which was in harmony with the 
principle embodied in our plan. 

Mr. Sanders of Indiana. You think, then, that the Plumb plan 
expresses the principle announced by the President in his message? 

Mr. Plumb. Just turn it the other way. I think the President 
announced the principle that is embraced in the Plumb plan. 

Mr. Sanders of Indiana. In other words, you had prepared the 
Plumb plan before the President returned to America? 

Mr. Plumb. Oh, yes. 

Mr. Sanders of Indiana. And, in fact, before he went to France! 

Mr. Plumb. I think he left for France in November or December, 
and this was reduced to writing in the fore part of January. 

Mr. Sanders of Indiana. You think that the Plumb plan is de- 
sirable for the railroad industry, and that the time is now opportune 
for the adoption of that plan with reference to the railroad industry? 

Mr. Plumb. I do. It is desirable, and I believe the time has come 
when it should be presented to the public for their consideration, 
because I believe it meets the demands of this occasion. 

Mf. Sanders of Indiana. And then, in your personal opinion, that 
same plan is desirable for the coal industry? 

Mr. Plumb. There are many difficulties in the coal industry that 
distinguish that industry from this, that would make it much more 
difficult of application. I have not submitted and worked out a 
way in which it can be worked out and applied. All I can say is that 
I believe the principles of democracy in industry, aiid perhaps Gov- 
ernment ownership should be applied to the mining industry, if those 
employed in the industry and the public want it so applied ; but the 
machinery for working it out I can not possibly suggest now it should 
be done, because the nature of private rights in mines are so vastly 
different from the rights which have been granted to corporations 
owning the public highways. 

Mr. Sanders of Indiana. Would you subscribe to this doctrine, 
that all forests, mines, and waterways having national importance, 
should be declared national properties? 
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Mr. Plumb. I subscribe to that doctrine personally, and I should 
like to see it subscribed to by all the people of the United States. 

Mr. Sanders of Indiana. Hare you ever read the Russian Soviet 
constitution ? 

Mr. Plumb. I have not. 

Mr. Sanders of Indiana. That quotation that I just gave you is 
an extract from the Russian Soviet constitution, taken from a pho- 
tographic copy, which was procured by the State Department. Do 
you not think that the Plumb plan, rather than being a Government 
ownership plan, is a Soviet plan ? 

Mr. Plumb. I do not know what a Soviet plan is. I know what 
the popular misconception, or conception, of it may be, but I do not 
know what it is. 

Mr. Sanders of Indiana. What is the popular misconception of it? 

Mr. Plumb. Well, as it is hurled about in the newspapers, it seems 
to me the idea is that some workmen get together and go out and 
grab some property and divide it up between themselves. 

Mr. Sanders of Indiana. And you think that is a misconception? 

Mr. Plumb. It must be. 

Mr. Sanders of Indiana. If that is a misconception, what is your 
standard of a proper conception? 

Mr. Plumb. I would have to have information on that. I do not 
know. 

Mr. Sanders of Indiana. It is pretty difficult to tell what is a mis- 
conception unless vou know what the proper conception is. 

Mr. Plumb. Unless you knew human nature. It is inconceivable 
to me that any society could believe in the rights of a group — any 
society that was sane — could believe in the right of a group to go out 
and seize property and divide it up between themselves without 
regard to law. I can not conceive that there are people of any 
civilization that have such a belief. 

Mr. Sanders of Indiana. Referring for a moment to your testimony 
of yesterday. In response to interrogatories propounded by Mr. 
Barkley, you explained in your testimony about a speech you made at 
St. Louis. What was the approximate date of that speech? My 
recollection is you said it was ahout two weeks ago. 

Mr. Plumb. I am trying to get the exact date. I think it was the 
18th or 20th of July. 

Mr. Sanders of Indiana. To what class of persons was the address 
delivered ? 

Mr. Plumb. It was a picnic held in' some grove outside of St. Louis 
by several of the labor organizations. 

Mr. Sanders of Indiana. Railroad men ? 

Mr. Plumb. Yes. 

Mr. Sanders of Indiana. Any others ? 

Mr. Plumb. I was introduced to a great many men, and my recol- 
lection is that some of them w^re not railroad men: 

Mr. Sanders of Indiana. You explained to them the Plumb plan 
at that time? 

Mr. Plumb. Yes, sir. 

Mr. Sanders of Indiana. You explained that you had a plan by 
means of which you would take the railroad properties of the United 
States, amounting in actual value , in accordance with your definition 
of value, to about 10 or 12 billions of dollars; that you would squeeze 
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out all the holders of paper title to the property which did not rep- 
resent actual value, as you defined it; that then you would make 
the Government purchase these properties by issuing bonds; that 
then you would provide under the Plumb plan to turn over for 100 
years, which is a period of years longer than the lifetime of any of 
those employees to whom you were talking, turn this property over 
to a corporation, which would be, by a majority in every tribunal, 
controlled by them, and give them, those railroad employees, the 
right to a majority control, to determine the amount of their wages 
that should be paid, the hours of labor that they should be employed, 
the conditions of the labor, and that for a period of 100 years, througn 
that corporation, they should control by majority representation the 
entire operation of the railroads; and that then, whatever net earn- 
ings should be left should be equally divided between them on the 
one hand and the Government on the other hand. And then, when 
you had concluded your address, had gotten through speaking, 
according to your testimony yesterday, crowds of men came up to 

you, and one of them, representing one group, said "By G , if 

we can not agree on this plan, then there is going to be revolution;" 
and his sentiment was echoed by all the others there. 

Is that practically an accurate statement ? 

Mr. Plumb. No; that is quite a long way from an accurate state- 
ment. You have paraphrased a part of the address in words which 
I did not use, with meanings which I did not convey, and you have 
omitted parts which would greatly modify that paraphrase, which I 
did use. As to the expression of the man who came to see me, as I 

remember it, it was "By G '-, if we can not get something like this, 

there will be revolution." 

Mr. Sanders of Indiana. Of course, I do not personally recollect 
just what was said, but, according to the reporter's notes, the person 

came up to you and said "By G , if we can not agree on this 

plan, there is going to be revolution." 

Mr. Plumb. Well, my impression is that what he said was: "We 
have got to get something like this ; this is a way out on which we can 
agree; and if we do not get something like this, then we are going 
to have revolution. " 

It was an exclamation, and it was the meaning that impressed me 
rather than the exact words. I tried to convey that meaning to you 
yesterday. 

Mr. Sanders of Indiana. It was a vigorous exclamation ? 

Mr. Plumb. Yes. 

Mr. Sanders of Indiana. He used the term "revolution" ? 

Mr. Plumb. Yes. 

Mr. Sanders of Indiana. What did you understand to be the 
meaning of the term "revolution" as used by the person who was 
speaking to you ? 

Mr. Plumb. Well, a change in the existing order of things. There 
was a great deal of conversation, with a large group standing around. 
In my speech I told them how this plan merely carried us back to the 
foundations of our Government; how it restored to individuals the 
freedom of opportunity guaranteed by the Constitution ; that it made 
a new order of things by evolution under the form of Government 
established ; and it drew us awav from revolution. And it was in that 
meaning, I think, that he made this exclamation, that "here was a 
way out which prevents revolution." 
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Mr. Sanders of Indiana. What I am anxious to know is how you 
interpreted his language when he said, "if we can not agree on this 
plan there is going to be revolution." I want to know how you 
interpreted the meaning of his use of the word "revolution"! 

Mr. Plumb. An overturning of the existing industrial order, and 
the establishment of a new one. 

Mr. Sanders of Indiana. In other words, the overthrowing of our 
present form of government! 

Mr. Plumb. No. They believe that the present form of Govern- 
ment is the means of establishing the new. 
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peaceable plan by trying to get a plan, that you think is a proper 

plan, adopted through the rogulartv constituted machinery of the 

Government. He suggested the other plan, wfyich was revolution. 

Now, how do you think he meant to accomplish that! 

Mr. Plumb/ Well, I presume that these men use language force- 
fully. They believe in direct action and direct expression. I would 
not wonder very much if the revolution that wo think of is the same 
threat that our friend from Washington believes he has roceived. 

Mr. Webster. You agree it was a threat! 

Mr. Plumb. Yes, sir. 

Mr. Webster. And I certainly received it. 

Mr. Plumb. That those who are now administering the law, which 
these people believe is not in conformity with the Constitution, shall 
be replaced by men who will act in the way in which they believe 
the Constitution should be enforced. 

Mr. Sanders of Indiana. You believe that is what he meant when 
he used the word "revolution" ! 

Mr. Plumb. Oh, you will have more than that, too. 

Mr. Sanders of "Indiana. Don't you think he meant by direct 
action ! 

Mr. Plumb. What do you mean by direct action ! 

Mr. Sanders of Indiana. What do you define as direct action, in 
the meaning that vou give it ! 

Mr. Plumb. I think the first direct action would be the use of tho 
ballot, and that is as far as I can see it, and I hope I never will have 
to look beyond that. 

Mr. Sanders of Indiana. Do vou think he meant to convev to vou 
by that expression that if we did not adopt this plan by using tho 
ballot they would have it adopted ? 

Mr. Plumb. Thoy would have what! 

Mr. Sanders of Indiana. They would have it adopted by another 
Congress. 

Mr. Plumb. I think so. I am going to come a little closer to it, to 
what you have been trying to get, than I have given you. 

Mr/SANDERS of Indiana. What I am trying to get is this: You have 
gone out among these people and talked with them! 

Mr. Plumb. Yes. 

Mr. Sanders of Indiana. And you said you wanted to bring us a 
message from them! 

Mr. Plumb. Yes. 
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Mr. Sanders of Indiana. What I am trying to get is what that 
message is. 

Mr. Plumb. It is this: We have come to a new day; we have spent 
our lives and our money to attain liberty; and we nnd that without 
liberty in industry we have only the shell of actual liberty to live; 
and they are going to get that liberty to live through the Constitution 
and through the lawful forces, and I hope to God it may come that 
way. But if the powers of reaction prevent the opportunity for that 
expression, then it will come in another way. 

Mr. Sanders of Indiana. What other way ? 

Mr. Plumb. In the way it always comes, through history, when 
reaction prevented progress. 

Mr. Sanders of Indiana. Well what do you mean by that? 

Mr. Plumb. I do not think there is any doubt in your mind as to 
what T mean. 

Mr. Sanders of Indiana. There is no doubt in my mind as to what 
you meant yesterday. The adoption of the Plumb plan, through 
Congress, would be one way that you have described; revolution 
would bo the other way. 

Mr. Plumb. No, Congressmen, not for a moment. The adoption 
of some plan that involvos the now order, bo it what may. I do not 
care whether it is the Plumb plan or what plan it is, but some means 
must bo dovised, and wo have tondorod this as a possible way; and 
if a better way can be devisod by law, accomplish] ng tho result, you 
will find the most patriotic support from these same mon that you 
could possibly ask for. 

Mr. Sanders of Indiana. You can see the difficulty of our under- 
standing what you moan when you use such a term as tl revolution," 
which should not be lightly used, and I want to call j r our attention 
to the fact that Mr. Barkley, yesterday afternoon, asked you what 
you understood to bo tho man's moaning when he usod the word 
"revolution," and you replied, "I think that in that man's mind and 
in the minds of millions of others, they fool thoy have reached the 
point of diminishing level of existence whore thoy can not stand any 
moro, and rather than continue to servo for diminishing returns thoy 
will coaso to sorvo." In othor words, you interpreted the word 
" revolution" vo3terday to moan strife, although you give it another 
meaning, a different interpretation, to-day. You said this: "That 
sentimont was echoed by all of the others." What I want to know 
is what tho sentiment was of that body at the conclusion of your 
address. 

Mr. Plumb. The sentiment, as I gathered it, was that here was a real 
constructive effort to have established, under our Constitution, the 
things that they hoped for, and that a way must be shown for realiz- 
ing that hope. 

The Chairman. The committee will adjourn at this point until 
10 o'clock to-morrow morning. 

(Whereupon, at 3.30 o'clock p. m., the committee adjourned until 
Saturday, August 9, 1919, at 10 o'clock a. m.) 
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Committee on Interstate and Foreign Commerce, 

House of Representatives, 

Saturday, August 9, 1919. 

The committee met at 10 o'clock a. m., Hon. John J. Esch (chair- 
.man) presiding. 

THe Chairman. The committee will come to order. 

Mr. Sanders of Indiana had not quite concluded his interrogatories. 

STATEMENT OF HE. GLENN E. PLUMB, GENERAL COUNSEL 
FOB THE ORGANIZED RAILWAY EMPLOYEES OF AMERICA, 
WASHINGTON, D. C— Resumed. 

Mr. Sanders of Indiana. Mr. Plumb, this plan, according to your 
best judgment, will best solve the railroad problem and the industrial 
problem so far as railroads are concerned ? 

Mr. Plumb. Yes, sir. 

Mr. Sanders of Indiana. While, of course, any untriod plan gives 
conjecture in a way, with statistics of the past you can subject any 
plan to a tost as to what will be the probable result with reference 
to its various features. 

Mr. Plumb. That is the value of past experience. 

Mr. Sanders of Indiana. I presume after concluding this plan 
that you subjected it to those tests ? 

Mr. Plumb. I think we have done so. 

Mr. Sanders of Indiana. And it is bocause after submitting the 
plan to those tests and it seemed to meet all tho requirements that 
you think it is a good plan ? 

Mr. Plumb. Yes, sir. 

Mr. Sanders of Indiana. As a matter of practical working of the 
plan, assuming it to go into effect on January 1, 1920, would tho then 
employees of the several railroad companies automatically become 
the employees of the now corporation ? 

Mr. Plumb. Thoy would. 

Mr. Sanders of Indiana. Without any new employment ? 

Mr. Plumb. Without any new employment. 

Mr. Sanders of Indiana. The titlo to the properties would not 

?ass to the new corporation until tho leases were executed by the 
"reasuror of the United Statos? 

Mr. Plumb. The titlo would never pass to the new corporation. 

Mr. Sanders of Indiana. I mean the leasehold interest. 

Mr. Plumb. Yes, sir. 

Mr. Sanders of Indiana. When would that be done? 

Mr. Plumb. We have left the date blank as to when the act 
should go into effect, and I should suppose if the act were adopted 
such date would be filled in for the taking effect of the act as would 
permit, first, the organization of the corporation and the execution 
of the lease. That might be set three or six months ahead of the 
passage of the act so tnat proper time for the organization of the 
instrument would be allowed. 

Mr. Sanders of Indiana. As a matter of fact it would bo more 
feasible to have the employees remain the employees of the old com- 
panies until the transfer of the leasehold interest to the new corpora- 
tion ? 
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Mr. Plumb. Certainly. I should suppose that the Government 
would still continue control of the operation of the properties as it is 
now doing until the organization could be perfected and the actual 
transfer takes place, leaving it to Congress to say how much time 
should be necessary to fix the date for the transfer. 

Mr. Sanders of Indiana. The act provides that at some future' 
day the title shall be vested ? 

Mr. Plumb. Yes, sir. 

Mr. Sanders of Indiana. Then the employees would automatically 
become employees of the new corporation and elect 10 members of 
the board, that is, the two classes of employees? 

Mr. Plumb. Yes. 

Mr. Sanders of Indiana. And their members are subject to recall 
by those who have the power to elect ? 

Mr. Plumb. We have suggested that, subject, of course, to the 
judgment of Congress. 

Mr. Sanders of Indiana. It is not an essential part of the plan! 

Mr. Plumb. No. 

Mr. Sanders of Indiana. Suppose that the transfer of the title to 
the new corporation should be accomplished by January 1, 1920, so 
that the employees became employees of the new corporation and 
the railroads were operated by this new corporation for the period 
of a year, what, in your estimate, in subjecting the plan to the tests,, 
would be the result with reference to the net profit? 

Mr. Plumb. Well, those results would depend entirely upon tho 
perfection of the organization for efficiency. Now, naturally you 
would not achieve your 100 per cent working efficiency in one year; 
you could go a long way toward it. For instance, in April of this 
year the employees submitted to the administration a proposition 
asking that the administration permit the employees to adopt a 
thoroughly scientific system of efficiency on one or two divisions, 
where it could be tried out. 

Under the stress of circumstances of the administration it has been 
impossible for the administration to work out the plan for the adop- 
tion, but I think that the stress of circumstances would be largely 
removed if this plan went into effect the 1st of January, and I believe 
that within three months we could install a thoroughly scientific 
system of efficiency, but it would doubtless take the rest of the year, 
to get it in good working order. However, the results of the system 
would be very considerable even in the first years experience. 

Mr. Sanders of Indiana. But vou expect at the end of the first 
year to have a profit to divide between the Government and the 
employees ? 

Mr.PLUMB. Oh, we would have some profit, but I do not think it 
would amount to so very much, especially with this in view: There 
is a strong element throughout the country that you will hear of 
later that will propose to you that there should bo an immediate 
reduction in rates as soon as the plan takes effect equivalent to one- 
half of the savings in rentals paid. That would De a 5 per cent 
reduction in rates at least, and, perhaps, a little more, which many 

Seople believe would mean, a corresponding reduction in revenue, 
ome of us do not so believe. We think it would mean a reduction 
in revenue, but it would cultivate a flow of traffic that would offset 
the reduction. However, that is somewhat speculative. 
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Mr. Sanders of Indiana. There i9 some line of demarcation that 
will always occur, but where the line is people do not agree ? 

Mr. Plumb. Yes, sir. If we were to effect the saving in rentals 
which this bill proposes, even under existing conditions and without 
the results of any of the efficiencies which we propose to put into 
effect, there would still be a small surplus. 

Mr. Sanders of Indiana. Approximately, what surplus do you 
think ought to be obtained at the end of the first year? 

Mr. Plumb. At the end of the first year, if we were to place this 
5 per cent reduction in rates in effect, I should be satisfied with the 
results of the system if there was a surplus of $200,000,000 and I 
should be very disappointed if there was not a surplus of more than 
$50,000,000. 

Mr. Sanders of Indiana. By the beginning of the second year the 
plan would be no longer a novel plan ? 

Mr. Plumb. No; it should be in working condition then. 

Mr. Sanders of Indiana. During the second year, according to 
your best judgment and estimate, what net profit should there be 
to be divided between the employees and the Government? 

Mr. Plumb. I think that the surplus of the first year could be 
increased 100 per cent the second year, whatever* it might be. 

Mr. Sanders of Indiana. That would be ; according to your esti- 
mate, $400,000,000? 

Mr. Plumb. From $100,000,000 to $400,000,000, whatever the 
result of the first year might be; I think it would bo increased 100 per 
cent. 

Mr. Sanders of Indiana. From $100,000,000 to $400,000,000? 

Mr. Plumb. Yes, sir. 

Mr. Sanders of Indiana. One-half of the $50,000,000 or the 
$200,000,000 would go to the employees in proportion to the amounts 
that they receive and one-half to the Government? 

Mr. Plumb. Yes, sir. 

Mr. Sanders of Indiana. In providing for the wage boards would 
you recognize the principle of retroactive effect of wago adjustments? 

Mr. Plumb. Now, I want to guard myself on that, and I will give 

fou my personal opinion; but, as I have already told this committee, 
am not familiar with the wage question. I have never represented 
the unions in any of their wage questions, but, on principle, it seems 
to me that if an occasion shoula arise that needs investigation, and 
it should arise out of a situation existing at that time ; if there is a 
wrong to be corrected, it ought to go back to the time wlion the wrong 
arose, which would recognize the retroactive principle of adjustments. 
Now, as to wages, we have two classes of boards nere, ana one class 
takes care of adjustments which do not affect the wage level. 

Mr. Sanders of Indiana. I am speaking of the wage level. 

Mr. Plumb. As to the wage level, all that I can give you is a 
general principle which appears to my mind to be fair, and that ia 
that if there is a situation which, we will say, begins to exist on May 1, 
demanding a corrective, and that is not determined until November 1, 
and if the determination is in favor of the corrective, then it ought 
to reach back and apply to the situation as it arose. Now, I do not 
know that the labor organizations would agree with me on that, or 
that the management would. It is simply my personal opinion and 
my view of the principle that should control. 
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Mr. Sanders of Indiana. That principle has been in effect for tho 
last few years, has it not? 

Mr. Plumb. As a matter of fact, it has been in effect ever since 
the anthracite strike back in 1903 or 1904, and experience seems to 
justify it. 

Mr! Sanders of Indiana. For instance, if a class of employees who 
were being paid $150 per month should, in May, demand $175 per 
month, and the issue should be litigated, if you want to use that term, 
and the board decided in their favor in November ; 

Mr. Plumb (interposing). It would not be necessarily decided in 
their favor. 

Mr. Sanders of Indiana. But if it were decided in their favor in 
November, then, they would be entitled to the application of the 
retroactive feature, and they would be entitled to six times $25 per 
month to cover that period, and to be continued at $175 per month? 

Mr. Plumb. Yes, sir. 

Mr. Sanders of Indiana. Approximately, how many railroad em- 
ployees are there now engaged who would be included in both classes 
mentioned in thi3 bill ? 

Mr. Plumb. There are slightly upward of 2,000,000 in the classified 
organization and afyout 20,000 in the official classification. 

Mr. Sanders of Indiana. In your plan you recognize the difference 
between skilled and unskilled labor, and, although not necessarily in 
fixing the wage, in determining the amount of dividends you recog- 
nize the difference between those who are efficient and otherwise? 

Mr. Plumb. We do. 

Mr. Sanders of Indiana. The purpose sought by that feature of 
the plan, I presume, is to allow free play of individual initiative? 

Mr. Plumb. Both individually ana collectively. 

Mr. Sanders of Indiana. Theoretically and ideally it would be all 
right for every man to have the same amount of food, clothing, 
shelter, and comforts of life, but there is no plan by which that can 
be afforded without losing individual initiative. The thing that in- 
duces men to work and work effectively very frequently is the amount 
of wages that they are to bo paid. 

Mr. Plumb. That is one of tho primary motive*, but an equally, 
strong motive is the hope of betteiing that condition, coupled with 
the assurance that, he has tho right to better it if he earns it. 

Mr. Sanders of Indiana. And by bettering it, to increase the wage? 

Mr. Plumb. To increase the earning capacity and earning power. 

Mr. Sanders of Indiana. If I understand it, you think that the 
check upon any uncoascionable increase in wages by the board, 10 of 
whom would be elected by the employees, is the fact that the official 
class of employees are given twice the amount in dividends that the 
others are given ? 

Mr. Plumb. Twice the reward for efficiency. 

Mr. Sanders of Indiana. Hence, when they were passing upon the 
wage question they would want the employees to receive only a rear 
sonable wage or a proper wage, because they would have a selfish 
interest in wanting the dividends to be bigger at the end of the year? 

Mr. Plumb. If you will pardon me a moment, there is another 
element in wage fixing which many employers now recognize and 
which the great body of wage earners recognize, and that is that the 
level of wages has a great deal to do with efficiency; that if a, man 
receives a wage for his efforts that is sufficient to assure him a fair 
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livelihood, then he can give his attention to the work in hand and will 
give much better results than he can if he is receiving less than that 
and is hampered all the time by the knowledge that he has incurred 
liabilities with no power of paying. I have had a very vivid experi- 
ence of that in one of the railroads that I operated. 

Mr. Sanders of Indiana. Now, is there anything in your plan that 
would prevent two controversies or two litigated cases being presented 
to the ooard at the same time ? 

Mr. Plumb. Do you mean two different cases ? 

Mr. Sanders of Indiana. Two different controversies. 

Mr. Plumb. Oh, no, sir; we provide this board and give it authority, 
and it ought to have authority, to hear as many contests as may be 
presented. If a single board can not hear but one at a time or two or 
three at one time, tney should do as the Interstate Commerce Com- 
mission does 

Mr. Sanders of Indiana (interposing). And subdivide? 

Mr. Plumb. Subdivide and appoint examining officials to take the 
testimony. 

Mr. Sanders of Indiana. Something like masters in chancery ? 

Mr. Plumb. Like masters in chancery, by way of subsidiary boards. 
There is nothing to prevent organization in that manner. 

Mr. Sanders of Indiana. Then, there would be nothing in the way 
of this situation — that is, of having a proprosition presented to the 
wage adjustment board for an increase, say of 25 per cent of the wages 
of employees below the grade of official employees, and, at the same 
time, having presented to the same board a controversy involving 
a similar increase for the official employees ? 

Mr. Plumb. I see no roason why those two applications should not 
be made at once and be pending at the same time. 

Mr. Sanders of Indiana. If the official employees were drawing 
$3,000 a year apiece and were asking for an increase of 25 per cent, 
the thing at stake for each official employee would be $750 per year, 
and, if the other employees were getting $1,500 per year and were 
asking for a 25 per cent increase, the amount involved for them would 
be $375 a year. Now, what would be the approximate amount 
going to each man as a dividend in that year, assuming that there 
were 2,000,000 men and that the amount to be devoted to dividends 
was $200,000,000 ? 

Mr. Plumb. Now, you assume that there is a surplus of $200,- 
000,000 

Mr. Sanders of Indiana (interposing). You estimated for the first 
year $50,000,000 and then up to $200,000,000. 

Mr. Plumb. You have assumed that the employees share in all 
of the profits, we will say, of $200,000,000 ? 

Mr. Sanders of Indiana. I want the average. 

Mr. Plumb. Well, we will assume that, because we are working out 
a hypothetical case. If the share of the employees was $200,000,- 
000' 

Mr. Sanders of Indiana (interposing). Pardon me, the w^hole 
amount would be $200,000,000, and the share of the employees 
would be $100,000,000. 

, Mr. Plumb. If the share of the employees was $100,000,000, that 
would be one-thirtieth of the employees' pay roll, which would be 
about a 3 per cent dividend. For the official employees, it would be 
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a 6 per rent dividend. Now, if they were to vote the increase in 
wages which j r ou ha\e suggested, of course there would be no surplus 
to meet it, and that would create a deficit which would forfeit their 
rights. But, assuming that they were going to vDte an increase now 
that would absorb tho surplus 

Mr. Sanders of Indiana (interposing). If you will pardon me, you 
are getting ahead of the problem I had in mind. Now, the dividend 
would yield how much on an average per person? Say there are 
2,000,000 employees and that the amount to be devoted to dividends 
is $100,000,000? 

•Mr. Plumb. That would yield 3 per cent of their salaries. 

Mr. Sanders of Indiana. What would be the amount in money ? 

Mr. Plumb. That, of course, would depend upon the salary re- 
ceived. A man receiving 51,500, would get $45, and an official 
receiving $3,000 a vear would get $180. 

Mr. Sanders of Indiana. Where would the greatest incentive he in 
a case like that — to increase the wago or to refuse to increase it — jast 
from the monetary standpoint ? 

Mr. Plumb. From the monetary standpoint, the incentive of the 
classified employees might be to increase the wage, but they would 
not consent to an increase of tho wage, we will say, of 3 per cent to 
themselves and 6 per cent to the officials. They certainly are not 
going to agree to an increase in wage at twice the rate allowed to 
them for the benefit of the 20,000 official employees, and such an 
increase would have to bo agreed upon before there could be such a 
combination. If they did agree to a like rate of increase in wages, then 
the official employees would be losing their advantage, because of 
their better rate of dividend, because this flat increase would absorb 
the profits and the official employees would forego their advantage. 

Mr. Sanders of Indiana. What would be their estimated profit? 
You estimated it a moment ago? 

Mr. Plumb. Their estimated profit at 6 per cent on $3,000 would 
be $1S0. 

Mr. Sanders of Indiana. But they were asking in the hypothetical 
case for an increase amounting to $750. 

Mi-. Plumb. You can not entertain those two subjects concurrently, 
bocauso that increase would create a defi< it which would forfeit their 
right under the entire lease. The most that you can assume is that 
you could increase the wages so as to absorb the surplus, but they 
would not ask for an increase that would create a deficit. 

Mr. Sanders of Indiana. Why do you say it would forfoit their 
righ ts ? 

Mr. Plumb. Because that is provided in the bill. 

Mr. Sanders of Indiana. What is that forfeiture provision? 

Mr. Plumb. That if they do not observe all of the obligations of 
the lease, Congress can forfeit it. 

Mr. Sanders of Indiana. But you grant to the Interstate Commerce 
Commission power to readjust rates all the time, just the same as 
they have now, and you have given this corporation the right to 
initiate rates. 

Mr. Plumb. Yes, sir. 

Mr. Sanders of Indiana. Do you think that there would be some 
change, or the necessary change, in the rates to. meet such a condi- 
tion? 
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Mr. Plumb. Wo have a rule alroady established heretofore by the 
Interstate Commerce Commission that an increase in expenses due 
to an increase in wages allowed by the corporation shall not be a 
ground for an increase in rates. If there needs to be some definite 

E revision covering that, why, of course, it would be acceptable, 
ecause there is no intention here to lay any kind of trap which 
would permit the classified employees and tho official employees to 
combine for the purpose of absorbing all tho profit in increases in 
wages, or to create a deficit by increases in wages. There ought 
to be suffi< ient guarantees that that can not be done. 

Mr. Sanders of Indiana. You assumed in answering my question 
that it would necessarily croate a deficit. Now, suppose it did not 
create a deficit ? 

Mr. Plumb. It certainly would create a deficit if it called for wage 
increases in excess of the money earned as surplus. 

Mr. Sanders of Indiana. Suppose it just called for a 25 per cent 
increase, and that that increase would not increase the operating 
expenses so as to cause a deficit? 

Mr. Plumb. Then, you have got to have a surplus big enough to 
moot that 25 per cent increase. 

Mr. Sanders of Indiana. Would it not be possible to be even on 
that proposition ? 

Mr. Plumb. No, sir; you must make an approximation of it, of 
course. If you could increase a given fund oy a definite amount, 
you could then determine definitely what percentage in wage increase 
would absorb the surplus. 

Mr. Sanders of Indiana. What is to prevent them from awarding 
to these employees, representing the different classes of employees, 
an amount in wages which will just about use up the surplus? 

Mr. Plumb. Because such an award would deprive the official 
employees of their extra reward for efficiency. 

Mr. Sanders of Indiana. But it would give each one of them $750 
a year. 

Mr. Plumb. No, sir; that is an assumption which I can not enter- 
tain unless you are willing to concede that the surplus was sufficient 
to pay them $750 each. 

Mr. Sanders of Indiana. That is what I am assuming. 

Mr. Plumb. We will assume that there is a sufficient surplus to 
pay the classified employees $150 a year and the official employees 
$750 a year. In that event, in order to make a wage increase that 
would absorb that fund, the classified employees would have to 
agree that in return for the 25 per cent increase to them there would 
bo a 50 per cent increase to the official employees, and that thev cer- 
tainly never would agree to, in order to maintain the same relation 
that Is established in their rights to dividends. They are willing to 
allow the official employees a double rate of dividend as a reward 
for earning thorn the highest rate of dividend that the service will 
pay, but they never would agree to havo that advantage swallowed 
up in a wage rate level at the same disproportionate percentage. 

Mr. Sanders of Indiana. Do you think that there would do any 
attempt to secure through legislation a change in the amount that 
should be given to the Government and the amount given to the 
employees ? 

120405— 10— pt 5 12 
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Mr. Plumb. I am afraid there would be to the disadvantage of 
the employees, but I do not fear the possibility of giving any increase 
in that proportion to the advantage of the employees, because, by 
this plan, you set aside this particular industry from all other indus- 
tries. They are now closely tied up, but when you segregate this 
iridustry in this manner you have got all the employees of the other 
industries in a position where they would object to an. advantage 
to these employees which they have not earned. 

Mr. Sanders of Indiana. If this plan were adopted, would you 
advise giving the Interstate Commerce Commission authority to 
fix maximum and minimum rates ? 

Mr. Plumb. The minimum rates would be the maximum rates 
under this plan. Now, there is one fundamental point to be con- 
sidered: Under the existing system the right to fix rates is delegated 
to the corporations. We retain the regulatory power over the 
fixing of the rates and prescribe maximum rates to protect the 
public from extortion. We have delegated the taxing power and 
retained the legislative regulation of rates to prevent extortion. 
Under this plan there is no delegated taxing power, but it is exer- 
cised by the Government directly. The Interstate Commerce Com- 
mission fixes the rate — that is, the minimum rate, and, consequently, 
there is no reason why the Government should regulate its own 
rato-fixing power by prescribing maximum rate3. It would be just 
like the Government fixing a tax levy and saying the rate shall be 
not less than so much and shall not be more than so much, which 
would leay,e utter confusion in the collection of the taxes where 
the Government acts directly; but in fixing the taxes we fix a rate 
which must be sufficient to pay the United States. So that there 
is a distinction between our rate-fixing theory and the existing rate- 
fixing theory. 

Mr. Sanders of Indiana. I notice that this bill provides that the 
title to this property shall immediately vest, or at some future 
time, without any legal action. 

Mr. Plumb. Yes, sir. 

Mr. Sanders of Indiana. That is different from the ordinary 
method ? 

Mr. Plumb. Yes, sir; that is because this is a different proposi- 
tion. The ordinary method applies to the appropriation of private 
Eroporty not formerly subjected to the use of the public, but this 
as application to property that is already devoted to public use. 

Mr. Montague. 1 asked you the other day very briefly what 
values taken over by the Government would be compensated, for ? 

Mr. Plumb. Pardon me, but I do not understand that question. 

Mr. Montague. Your plan provides, in the first place, that the 
Government shall acquire the property of those corporations ? 

Mr. Plumb. Yes, sir. 

Mr. Montague. And, of course, they must be compensated for the 
values taken over '( 

Mr. Plumb. Yes, sir. 

Mr. Montague. Your bill enumerates in section 4 a category of 
values. 

Mr. Pi.ttmb. No, sir; I do not think it does. 
r. Montague. Well, you itemize what you think are the values, 
!'* objects which are to be valued. 

ivix. Plumb. Yes, sir; the rights that are to be valued. 
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. a Mr. Montague. The right of property, I imagine, is one of the 
rights. 

Mr. Plumb. The definitions are in the act. The bill defines trans- 

Eortation properties as including all of the private rights existing that 
ave been granted to the corporations under their charters, or have 
been secured under such charters or the laws under which they 
operate. 

Mr. Montague. Then, you use the words ' ' property rights ' ' in your 
enumeration ? 

Mr. Plumb. Yes, sir. 

Mr. Montague. Do you include in the words " property rights" the 
surplus of the railroad earnings that have been rem vestea in improve- 
ments on the property ? 

Mr. Plumb. We leave it to the court to determine that. 
»' Mr. Montague. I am not speaking of what the court might hold, 
but I am asking you for your idea ofit. 

Mr. Plumb. According to my idea, the surplus earnings paid by 
the public for services of the corporation in excess of the amount 
required for operation, maintenance, and a reasonable return may not 
be capitalized, and do not become the property of that corporation. 

Mr. Montague. And, therefore, in your opinion, it should not be> 
included by the court in determining just compensation ? 

Mr. Plumb. Yes, sir; that is true. 

Mr. Montague. Let us assume that there is a surplus earned and. 
that the surplus is invested by a single track railroad in a double track 
railroad, and that that double track railroad is taken over under con- 
demnation proceedings: Do you think that the double track or the 
new track constructed out of the surplus earnings should be a subject 
of valuation and compensation ? 

Mr. Plumb. Now, I am speaking of my conception of the law. 

Mr. Montague. Yes; certainly. 

Mr. Plumb. That principle will be laid down by the court. In my 
opinion all of the money which was put back into that property out of, 
demands made upon the public for the service of that property, 
belongs to the public interest, and not to the private interest, and r 
therefore, should not be included in the valuation of the private 
interest. 

Mr. Montague. So that, taking the illustration I gave you, if the 
surplus earnings have been devoted to the construction of additional 
tracks, or to the construction of additional terminal facilities, or to 
the acquisition of locomotives, or rolling stock, etc., then these 
structures and facilities should not be included in the compensation ? 

Mr. Plumb. That is my construction of the law. 

Mr. Montague. I only wanted your construction of it. 

Mr. Plumb. Now, Gov. Montague, there may be charters under 
which the public have granted to some corporations such a right, 
and if there be a charter that warrant such a right, of course the 
public are bound by it, but I have not found any such charter yet. 
The charters that Ihave studied, as 1 construe the law, do not pass 
that right to the private owner, and it does not* become a part of the 
private interest. 

•Mr. Montague.. Assuming that the Government takes over these 
rights, broadly speaking, the administration of the roads is to bo 
done by the directorate provided for in this bill ? 
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Mr. Plumb. Yes, sir; that is the administering body so far as there 
is a legislative body in industry confined to that industry. 

Mr. Montague. Then, the execution of your plan as applied to 
administration must be by this directorate ? 

Mr. Plumb. I think it must be. 

Mr. Montague. Therefore, we will not bothor ourselves even with 
the name of the corporation. The directors run the system which 
you have evolved ? 

Mr. Plumb. Yes, sir. 

Mr. Montague. Five of these directors arc to be elected by the 
classified emplovees of the railroad lines ? 

Mr. Plumb. Yes, sir. 

Mr. Montague. How do they elect? 

Mr. Plumb. Well, we have not prescribed the method of elections. 
I think that ought to be devised, but it ought to be flexible so that 
it may be improved. I am willing to mako a suggestion as to how 
I think it should be done. 

Mr. Montague. Your bill makes no provision for that ? 

Mr. Plumb. No, sir. 

Mr. Montague. It makes no provision for the organization either 
of the official employees or the nonofficial employees, nor as to the 
method of selecting directors ? 

Mr. Plumb. Except that the President is authorized to issue such 
orders as will carry the bill into effect. That leaves it largely in the 
discretion of the executive to say what method shall be adopted. 

Mr. Montague. Do you think that the President should direct 
the terms of those officers and fix their compensation, or, at least, 
should direct the method of the selection of those several groups, 
and fix their terms of office and compensation ? 

Mr. Plumb. No, sir; the terms of office and compensation are 
provided for in the bill. The method of selection is not provided. 

Mr. Montague. Where do you find a provision fixing the terms 
of office ? 

Mr. Plumb. For 2, 4, 6, 8, and 10 years. The amount of com- 
pensation we have simply left blank. 

Mr. Montague. There is nothing in the bill to prescribe or provide 
for any organization by which those officials are elected, except a 
general direction ? 

Mr. Plumb. A general direction that they shall be elected by those 
electors. The method of carrying that into effect we have not 
specified. If a satisfactory method can be devised, it might be 
written in. 

Mr. Montague. Assuming now that they have been elected by 
their groups in some manner, and that there are five appointed 
officials, as you call them, although, as I understand it, they are not 
appointed officials under this system, but that is merely the way in 
wnich you give us this group 

Mr. Plumb (interposing). Yes, sir. 

Mr. Montague. And there are five representing the nonofficial 
employees. I understand you to say that you think that will reduce 
friction in the operation. 

M r. Plumb. It will reduce that friction, but it will not eliminate it 

Mr. Montague. Can you not think of any friction that will result 
between those two classes ? 
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Mr. Plumb. Yes, sir. I have never participated in the conduct of 
any corporation where there was no faction. 

Mr. Montague. We must not think of this in the incipiency of the 
administration, but look at it as covering a long period of years — 100 
years ? 

Mr. Plumb. Yes, sir; so long as there are three diverse interests 

Mr. Montague (interposing). Let me ask you, why do you think 
that the official employees and the unofficial employees have diverse 
interests ? 

Mr. Plumb. Because the official employees are given a greater 
percentage of the reward for efficiency than allowed to the unofficial 
employees. 

Mr. Montague. Would that bring about conflict ? 

Mr. Plumb. It does not. It brings about not conflict but a 
diversity of interest, and yet there is a common interest there. 

Mr. Montague. What would be their salaries ? 

Mr. Plumb. That would be entirely for the board of directors to 
determine. 

Mr. Montague. But they are not fixed by the bill at all ? 

Mr. Plumb. No, sir. 

Mr. Montague. These salaries would be fixed by the board of 
directors, the 15 directors? 

Mr. Plumb. Yes, sir. 

Mr. Montague. Ten of whom come from the railroad employees f 

Mr. Plumb. Yes. 

Mr. Montague. And by the term ''employees" I do not mean 
only the official employees. 

Mr. Plumb. You mean the total body ? 

Mr. Montague. Yes. Their salaries are to be determined by 
themselves, are they not ? 

Mr. Plumb. Yes. Of course, there is the other element, but they 
have the power to determine their salaries by themselves, certainly, 

Mr. Montague. You stated yesterday that they could not be dis- 
gruntled against themselves; I ask you where the friction would 
exist? 

Mr. Plumb. The higher the salaries fixed for the official employees 
the lower the rate of dividend will be for the classified employees. 

Mr. Montague. Would there be a tendency to increase the salaries 
of the official employees and decrease the salaries of the unofficial 
employees, would not that be human nature ? 

Mr. Plumb. That would be the mistaken view of human nature 
which the capitalists have entertained, but it is not the view we 
entertain, because our employees recognize that it is to their benefit 
to pay salaries that are required to obtain the highest skill and effi- 
ciency in the management class, and yet it is also to their benefit to 
pav no more. 

Mr. Montague. Do you think there would be a tendency on the 
part of the official class to increase their salaries ? 

Mr. Plumb. There is a large bodv of the official class which should 
have a normal increase. I think the employees recognize the justice 
of such a demand, but it is at the lower end. 

Mr. Montague. And there is a large class which should have a 
decrease ? 
Mr. Plumb. There is a large class. 
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Mr. Montague. And a large element of the public think as you do ? 

Mr. Plumb. Yes, sir. 

Mr. Montague. Where it is human to increase on one side and 
human to decrease on the other, you would have continental friction ? 

Mr. I*lumb. Not by giving to all of the elements of human nature 
an equal voice of authority. 

Mr. Montague. If each had an ejqual voice to increase his pay, 
you would still be traveling in a circle, and where would be the 
remedy ? 

Mr. Plumb. By giving the voice of the umpire to the public 
interests. In this triangle the interest least affected by decision 
always becomes the umpire. 

Mr. Montague. The interest of the official employee is what? 
•Chiefly outside of doing the service would be to increase his reawrd ? 

Mr. Plumb. There is the same human interest that would be 
-enjoyed by the official employee under this plan which now motivates 
them, but freed from another oppressive circumstance which now 
circumscribes them. 

Mr. Montague. What is that ? 

Mr. Plumb. "That is the demand of the capitalistic management 
for profit regardless of the other element involved. 

Mr. Montague. . I do not know. I am $ poor man and not a 
capitalist. I recognize that there are infirmities in human nature 
which have never been eliminated. Do you not think that all people 
in the main — of course, there are exceptions — are looking after their 
profits ? 

Mr. Plumb. Certainly. 

Mr. Montague. You can not increase one man without taking it 
from another man who wants an increased salary ? 

Mr. Plumb. You certainly can not. We recognize and build our 
plans upon that fundamental thing in human nature, but we take 
away from one class of men the power to impose their desire and 
satisfy their wishes at the expense of the other. 

Mr. Montague. Have you taken away from these five official 
employees the power to increase their salaries ? 

Mr. Plumb. We have. They can not do it without the consent 
of the other two interests. 

Mr. Montague. Suppose they obtain their consent, how would 
you do ? 

Mr. Plumb. If the classified employees obtain the consent of the 
official employees ? 

Mr. Montague. Yes, sir. 

Mr. Plumb. They could only get the consent from the official 
employees at the expense of the official employees. 

Mr. Montague. Suppose that the official employees desired to 
increase their salaries and the classified employees desired to increase 
their pay, their compensation, and they agreed on that. 

Mr. Plumb. Yes, sir. 

Mr. Montague. How could you prevent that increase? 

Mr. Plumb. You could not prevent it except by this: We have 
established an arbitrary division between the rates of return for these 
two classes which gives to the upper class a double advantage over 
the lower class. 
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Mr. Montague. Would it not be to the interest of the lower class 
to reduce that advantage all the time ? 

Mr. Plumb. I do not see how they could. 

Mr. Montague. In order to equalize their interest ? 

Mr. Plumb. They could not do it without the consent of the official 
•employees. 

Mr. Montague. And make it to the advantage of the official 
employees? 

Mr. Plumb. I do not consider it a possibility that the classified 
employees could agree to an increase all the way along in the rating 
that gives the official employees twice the rate of increase which 
the classified employees receive. 

Mr. Montague, iou might do it on the first election, but how 
would you do it after a few or some years ? 

Mr. Plumb. You mean as the men retire ? 

Mr. Montague. No; they do not live forever. 

Mr. Plumb. No; but we provide for the election of a new member 
in each cla3s every two years. 

Mr. Montague. Mr. Plumb, many people think that the five men 
taken from one class and the five from tne other class of employees 
will at once coalesce and become a solidified body ? 

Mr. Plumb. I know there is that fear, but that is because of a 
lack of understanding. 

Mr. Montague. Might it not be so much a lack of understanding 
as overoptimism ? 

Mr. Plumb. I know of no experience that would warrant that. 

Mr. Montague. There is the experience of men in the same boat 
with the same interest each looking for their salaries ? 

Mr. Plumb. We arbitrarily divide their interests so that they can 
not get into the same boat on that proposition. 

Mr. Montague. That is, you keep them out of the same boat? 
How? 

Mr. Plumb. By giving the official employees twice the advantage 
that we give to the classified employees. 

Mr. Montague. You give them twice the advantage; how? 

Mr. Plumb. By giving twice the late of dividend and a double 
share in the profits from efficiency. 

Mr. Montague. Do you think that will keep them distinct? 

Mr. Plumb. I think it will. 

Mr. Montague. You think that the monetary reward will keep 
them distinct in interest? 

Mr. Plumb. I think it will. I do not see how it could do other- 
wise. 

Mr. Montague. Assuming that your rate charges for transporta- 
tion would not yield a just and fair compensation to the employees, 
how would you meet that ? 

Mr. Plumb. If it does not yield fair and just compensation I 
should say that the Interstate Commerce Commission would then 
increase rates, just as they have always been doing. 

Mr. Montague. Who in the main would determine whether the 
compensation was just and fair? 

Mr. Plumb. Ultimately that lies with the Interstate Commerce 
Commission, although it has no power to fix wages, but it would have 
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the power to say, just as it lias done in the past, that the increase in 
wages is not justified, and that we will not increase the rates. 

Mr. Montague. Suppose the employees say that the increase in 
tho rate is justified, and that they should have it?^ 

Mr. Plumb. Then, if they want to take that position, thoy face a 
deficit which they havo created, and that ends their profits. 

Mr. Montague. You think they would not reserve tho right to 
strike in ordor to cany their point? 

Mr. Plumb. There is no power on earth that can deprive an indi- 
vidual or body of individuals of the inherent right of revolt. 

Mr. Montague. Of course not. 

Mr. Plumb. There is not any law that can be devised either under 
this plan or any other plan that will do that. You encourage that 
rovolt if you follow the old capitaliststic system, where they feci 
that they are working for profit, and not for the public service. 

Mr. Montague. I understood you to say yesterday that when 
labor and capital joined they would exploit the public? 

Mr. Plumb. Certainly, they would. 

Mr. Montague. And your purpose now is to divorce labor from 
capital? 

MY. Plumb. To divorce labor and capital. 

Mr. Montague. This bill proposes that the Government shall pur- 
chase the railroads and own them? 

Mr. Plumb, Yes. sir. 

Mr. Montague. And they shall at once give what they have pur- 
chased over to the corporation to be controlled by these directors? 

Mr. Plumb. Yes. 

Mr. Montague. The Government has no control over this direc- 
torate legally, except the five appointments made by the President? 

Mr. Plumb. Oh, no. We provide in the bill that tho Government — 

Mr. Montague (interposing). No control over them after appointed, 
except to remove them? 

Mr. Plumb. Yes, sir. We provide in the bill that the Government 
retains all of its rights and powers of regulation the same as though 
the corporations had not been created. 

Mr. Montague. You do not provide that the Government may 
repeal or amend the charter? 

Mr. Plumb. I would be glad to put that in. 

Mr. Montague. It is not in now? 

Mr. Plumb. No, sir; I should be very glad to accept that. 

Mr. Montague. You think the remedy of the Government would 
be the enactment of new laws? 

Mr. Plumb. Certainly. 

Mr. Montague. I am speaking of the sufficiency of this plan and 
not additional laws. 

Mr. Plumb. We do not want to create a condition that is beyond 
the absolute control of the people of the United States at any time 
and in any manner they desire. 

Mr. Montague. You say that you want to divorce this entirely 
from politics? 

Mr. Plumb. Yes, sir. 

Mr. Montague. I understood you to say yesterday that no political 
management by a government of an institution is efficient, and you 
instanced the post office? 
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Mr. Plumb. I know of no political management of any industry 
that realizes our hopes of efficiency. 

Mr. Montague. What industry do you know of that is politically 
managed ? 

Mr. Plumb. The post office is the only one that I know of. 

Mr. Montague. You do not think that is efficiently managed? 

Mr. Plumb. I think it has been efficient. I do not want to be 
understood as saying that it is not efficient; but " efficient" is a com- 

Earativo term, and whatever efficiency the post office has obtained 
as resulted in groat dissatisfaction to the employees and we believe 
a much higher rate of efficiency could be obtained if that instrument 
of public service operated under the democratic principles embodied 
in this bill. 

Mr. Montague. What do you understand to be the democratio 
principle? 

Mr. Plumb. The right of the individual to have a voice in the direc- 
tion of his government; that is political democracy, 

Mr. Montague. Of the public business? 

Mr. Plumb. The right of the individual to have a voice in the 
direction and control of the industry in which he is employed; $hat 
is industrial democracy. 

Mr. Montague. But if you use the Government to buy that busi- 
ness and turn it over, do you not think that the Government should 
have some say in the management? 

Mr. Plumb. The Government does have. 

Mr. Montague. Only a one-third say. 

Mr. Plumb. But that, you see, is the accepted balance in all 
society for this service as against the rights of those who produce the 
service and the power of those who manage it. 

Mr. Montague. I appreciate your statement, but that is not a 
demonstration. 

Mr. Plumb. Of course, it is not a demonstration, because we are 
facing an era which demands remedies without precedent, and there 
can be no demonstration until there is a precedent. 

Mr. Montague. I gathered from your remarks on yesterday when 
you spoke of political administration that you meant governmental 
administration? 

Mr. Plumb. Yes; I mean administration by the agency of political 
government. 

Mr. Montague. It can not be that you meant powerful political 
agents in America who are not governmental agents? 

Mr. Plumb. Yes. I think Caesar said there are some individuals 
of the community who arc stronger than the ontire government and 
there are some agencies in the United States, not political, that are 
stronger than the entire Government. 

Mr. Montague. That is what is generally called hidden or secret 
governmen t ? Y ou recall that ? 

Mr. Plumb. Yes, sir. 

Mr. Montague. The power of organization outside of government? 

Mr. Plumb. Yes, sir; outside of government. 

Mr. Montague. Do you think that you remove the gentlemen 
whom you represent from that category? 

Mr. Plumb. As to this industry, undoubtedly we do, because these 
organizations exist only where political government has privileges to 
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grant that it is profitable for them to acquire and as to the railroad 
industry we take away from political government the power to grant 
privilege in the railroad industry and therefore the organizations cease 
to have power outside of the Government. 

Mr. Montague. You avail yourself of government to get a profit 
and then exclude the responsibility for the conduct or the adminis- 
tration of the property; that is, you take government influence as far 
as it gives you what you want and then divorce yourself from all 
governmental control or direction ? 
; Mr. Plumb. It does not seem to me that that is a fair statement. 

Mr. Montague. If it is not, I should like to be corrected. I infer 
that from this bill. 

. Mr. Plumb. We are not asking an advantage for the wage earner 
at the expense of the entire industry; all we are asking is that he be 
permitted to share equally with the consumer, not in excess of what 
the consumer receives, but eaually with the consumer. 

Mr. Montague. Nobody oojects to that. The question how you 
obtain it is a different one? 

Mr. Plumb. Tne only way it can be obtained is by political action; 
that is, governmental determination. 

Mr. Montague. To quote roughly Burke, " A great many troubles 
are not due so much to the imperfections of government as to*the 
infirmities of human nature." We have to deal with them? 

Mr. Plumb. No; but we ought to take advantage of the good part 
of human nature in oassing laws. 

Mr. Montague. That is true, but the infirmities of human nature 
do not always enable us to pass laws that are good and wise. 

Mr. Plumb. That is true. 

Mr. Montague. To whom are these agents, the five directors of the 
official employees and the five directors of the unofficial employees, 
responsible ? 

Mr. Plumb. They are responsible to these three elements equally. 

Mr. Montague. What elements? 

Mr. Plumb. The producer, the consumer, and the management. 
'. Mr. Montague. That is a moral responsibility more than a legal 
responsibility? 

Mr. Plumb. It is absolute responsibility for the violation of which 
they may be removed. 

Mr. Montague. Who will remove them ? 

Mr. Plumb. Their electors. 

Mr. Montague. How about the five appointed by the President? 

Mr. Plumb. He has the power to remove them. 

Mr. Montague. How can the other 10 be removed? 

Mr. Plumb. The classified employees have the power to remove 
their nominees and the official employees have the power to remove 
theirs. 

Mr. Montague. You said that this system would bring about such 
harmony that there would be no disgruntlement and no friction ? 

Mr. Plumb. No ; I said it would reduce friction, but not eliminate it. 

Mr. Montague. You can only reduce friction by bringing about 
harmony in such an agreement ? 

Mr. Plumb. Certainly. 

Mr. Montague. Does it not inevitably follow that it would be 
more to the interest of the directors of the employees to come to an 
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agreement in conflict with the views or position taken by the five 
appointed by the President? 

Mr. Plumb. By the very law which creates them we erect a barrier 
between those two classes by giving a double advantage to the official 
employees. 

Mr. Montague. How will you continue that advantage? 

Mr. Plumb. That advantage would be removed by a combination. 

Mr. Montague. But you say that this would democratize these 
railroads, yet would there not be antipathy between one class and 
another ? 

Mr. Plumb. I hope there would be no antipathy. 

Mr. Montague. I hope so. 

Mr. Plumb. I do not think there would bo, due to the natural 
advantages which each class receives under this law. 

Mr. Montague. Would not that natural advantage drive them to 
agree rather than to disagree ? 

Mr. Plumb. Not at the expense of tearing down that advantage. 
Men do not agree between themselves to lose an advantage. 

Mr. Montague. No. They agree among themselves to increase 
their own wages to their own advantage? 

Mr. Plumb. Yes, sir; but they can not do that if by such an 
increase one-half of those agreeing lose an advantage already possossed. 

Mr. Montague. They may not do it to that extent, but there is 
nothing in the way of law to prevent their doing it from time to time ? 

Mr. Plumb. No; there is not; but there is the fundamental self- 
interest of human nature which is stronger than any law. 

Mr. Montague- That belongs to the infirmities of human nature? 

Mr. Plumb. Yos; that belongs to the infirmities of human nature, 
but in taking advantage of those common infirmities you must 
consider both advantages and disadvantages. You can not arbi- 
trarily select one and disregard the other. 

Mr. Montague. You said to Mr. Sweet that you believed this bill 
restored to these individuals the equal opportunity of which they 
have been deprived ? 

Mr. Plumb. Yes, sir. 

Mr. Montague. Did you speak of the opportunity for advancement 
or the equal opportunity of remuneration ? 

Mr.* Plumb. Both. 

Mr. Montague. Has there been any lack of opportunity of the 
railroad men of this country to rise in their own employment ? 

Mr. Plumb. Any lack ? 

Mr. Montague. Has there been any undue repression in the 
administration of the railroads of this country to the end that it 
prevented the rise of men from the lowest employment, I mean 
unskilled, in the railway service to the highest position in the railway 
service ? 

Mr. Plumb. I do not think there has been any great repression 
on a certain kind of initiative, but the initiative that has been rewarded 
under the old system of promotion is that kind of initiative which 
extorts more profit from trie labor of others, not the kind of initiative 
that increases the efficiency of others. 

Mr. Montague. This was the point that I was getting at. To put 
it concretely, are not the majority of the highest paid and most 
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responsible railroad employees the men who have come from~lho 
xcry bottom of the employment? 

Mr. Plumb. The ablest men, perhaps a majority of them, aro men 
who hare won their way up through their experience. 

Mr. Montague. They have come from the bottom up? 

Mr. Plumb. Yes, sir. 

Mr. Montague. That has been democracy, has it not? 

Mr. Plumb. That has been, in a way, democracy, but they have 
not come up by the impulse of their fellow employees. They have 
come up by the selection of the autocrats who realized that they were 
able to get more profit out of the men with whom they were asso- 
ciated than anyone else. They were the most practiced extorters 
of human effort and that has won them their reward. 

Mr. Montague. You would change that by making the employees 
elect these people? 

^Mr. Plumb. I would make the employees through that share of the 
directorate have a voice in the election of these people. 

Mr. Montague. Therefore, it comes back that those who are 
elected are responsible to those by whom they aro elected? 

Mr. Plumb. Yes, sir. 

Mr. Montague. They are responsible to an unofficial body? 

Mr. Plumb. Certainly, they are responsible to these three elements 
and they are all unofficial. 

Mr. Montague. There is nothing to hold them responsible, except 
moral suasion? 

Mr. Plumb. The entire system is so framed that they can not 
shirk their responsibility without being removed. Nothing but 
efficiency can hold any man's position in this organization for if ho 
does not have skill and efficiency every member of the organization 
suffers by reason of the lack, and if he does have skill and efficiency 
every member of the organization and the public profit by reason 
of that possession. 

Mr. Montague. Did you ever know of any military system where 
the men in that system selected their own officers ? 

Mr. Plumb. No; but they are not classed as an industrial element. 

Mr. Montague. I just cited that to show the responsibility, not 
the class. Did you know that there was a military system in the 
Lite war where the Confederate soldiers selected some of their own 
commanding officers ? 

Mr. Plumb. I did not know definitely that it obtained. 

Mr. Montague. I do not know. Tne result would seem to indi- 
cate that it was not the most efficient method. 

Mr. Plumb. A military system is based on absolute autocracy. 

Mr. Montague. It is not based any more than the other when it 
comes to the question of efficiency. You do not want to have a cap- 
tain or anybody else who is not efficient. 

Mr. Plumb. I think that is true. 

Mr. Montague. You and I would not risk our lives on that kind 
of efficiency. 

Mr. Plumb. Some 2,000,000 soldiers have been brought back from 
Europe who are now forming an organization and I saw in the paper 
the other day that they had indorsed this plan. 

Mr. Montague. I did not see that. I do not think that is true. 
I do not doubt that you saw it. 
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Mr. Plumb. I saw it in the papers. 

Mr. Montague. I saw in the papers a notice in regard to the or- 
ganization in Washington of a branch of the legion, but the legion has 
not had a meeting except in St. Louis. 

Mr. Plumb. It is the private organization that I read had indorsed 
it. 

Mr. Montague. How many members? 

Mr. Plumb. I do not know anything except the little notice that 
I saw in the paper. 

Mr. Montague. If it was an important event, there should have 
been something more than a line in the papers. 

Mr. Plumb. The purpose of citing that is this: We have had some 
very ablo officers in the recent unpleasantness and if the privates had 
been permitted to select a portion of them we might have had a great 
many more. 

Mr. Montague. I do not care to argue that with you. I just spoke 
of the principle of selection. 

Mi*. Plumb. The principle of selection under the autocracy and 
under democracy can hardly be compared. 

Mr. Montague. The President has defined autocracy to bo " the 
exercise of an irresponsible power." Do you agree to that as a general 
definition ? 

m Mr. Plumb. For the moment that seems to be a pretty good defi- 
nition. 

Mr. Montague. Men can do what they want, be governed by them- 
selves, and be responsible to no one else? 

Mr. Plumb. That seems to bo a pretty good definition. I should 
think that that fitted the present situation. 

Mr. Montague. Do you think that you could remove the 10 
directors from that classification. 

Mr. Plumb. Yes, sir. 

Mr. Montague. I wish you could satisfy me on that point. 

Mr. Plumb. I wish I could. 

Mr. Watson. During your statement you have dwelt very minutely 
on the plans of your bill and you have answered the questions in 
detail. I want to ask a few general questions. I am interested in 
your statement regarding tho extension of railroads. In the year 
previous to the war thero were only 1,060 miles of railroad con- 
structed. As I understand, they were the extension of old lines, 
thero were no new corporations formed. Can you give mo an opinion 
why tho railroads were not extended in tho last two or three years? 

Mr. Plumb. Yes; I think I can. I think I know why they wero 
not extended. It was because there was no credit in tho railroad 
industry to provide tho funds required for such extensions. 

Mr. Watson. That is, private funds? 

Mr. Plumb. Yes, sir; private funds; no credit for the private 
funds required for such extensions. 

Mr. Watson. Do you think that tho laws extending the powers of 
the Interstate Commerce Commission prevented the raising of 
money ? 

Mr. Plumb. Not at all. 

Mr. Watson. Do you think that the bankers of the country organ- 
ized themselves into a unit, I mean the larger bankers, and agreed 
among themselves not to underwrite bonds for new railroads because 
they were allied with the old railroad systems ? 



718 RETURN OF THE RAILROADS TO PRIVATE OWNERSHIP. 

Mr. Plumb. No, sir. 

Mr. Watson. I thought you intimated that? 

Mr. Plumb. No, sir. I think that the public had become so 
distrustful of railroad securities that in spite of the organization of 
bankers to sell the securities they could not find buyers. 

Mr. Watson. Therefore, if the railroads are to bo extended in the 
future, we must depend upon Federal appropriation ? 

Mr. Plumb. We must depend upon a security based on public or 
social credit and value. 

Mr. Watson. If the public have lost confidence m the railroads, of 
course they will not contribute their money, and therefore there is 
no alternative except Federal appropriations? 

Mr. Plumb. If I might, I should like to tell you why the credit is 
not sufficient now to procure new funds, but I will let that pass 
unless you care to have the answer. 

Mr. Watson. Your plan is to tax the lands through which the 
proposed railroads would be built ? 

Mr. Plumb. Yes. There are portions of this country that need 
extensions and that want them badly, where the value of property 
has not reached its normal level because it is denied these extensions. 
If those sections of the community could procure that extension by 
mortgaging the increased value of their property, or a portion of it, 
which would result from the extension, they would be very glad to 
do it and there would be no trouble in marketing securities necessary 
for the extension. 

Mr. Watson. I think you said there would be a tax of 25 cents 
an acre ? 

Mr. Plumb. I gave that as an illustration, a tax of 25 cents an acre. 

Mr. Watson. How many miles on either side of the railroad ? 

Mr. Plumb. Five miles. 

Mr. Watson. And that would raise $36,000 ? 

Mr. Plumb. A mile. 

Mr. Watson. For instance, if a proposed road passes through a 
village not incorporated, would you tax all the lots ? 

Mr. Plumb. My suggestion on that is that the tax be provided by 
local laws and. that it should then be distributed in porportion to the 
benefits. My 25 cents an acre was merely an illustration of how it 
could be done going through an agricultural district, but if it went 
through a village that would be benefited the local authorities 
should have power to assess the benefits. 

Mr. Watson. That is only your suggestion, not a plan devised in 
the bill? 

Mr. Plumb. All that is in the plan is that it should be done under 
local laws. 

Mr. Watson. There has been much said about proposed revolu- 
tion if this bill should not pass. Do you believe that tnis bill would 
end all talk of revolution, either revolution of mind or of powder? 

Mr. Plumb. May I speak on the word "revolution" for just a 
minute? 

Mr. Watson. Yes, sir. I do not want to go into detail. 

Mr. Plumb. Many of these men who are using that term hardly 
realize what is comprehended by the economics in the term. There 
was a celebrated Congressman in the House from California who in a 
recent address at Yale spoke of the Yale alumni as "going abroad 
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throughout the country to spread the word of the gospel and to raise 
hell generally." What I think most of these workmen mean by that 
term "revolution" is that they are just going to object, object for 
all they are worth. As Mr. Kent said, "Kaise hell generally." 

Mr. "Watson. I do not believe that the American workmen will 
ever rise in revolution. 

Mr. Plumb. I do not, either. 

Mr. Watson. Too many of them own the property in which they 
live and too many of them understand the liberties of this country 
to rise in revolution and to destroy their own property. 

Mr. Plumb. I do not, either. I think it is the equivalent of the 
expression that they mean to object, to reconstruct, and they are 
going to do something about it. 

Mr. Watson. Do vou think that the workmen will be as discon- 
tented as they are now, provided your plan goes through? 

Mr. Plumb. I think you would open an era where discontent would 
begin to vanish. 

Mr. Watson. Is there any more discontent to-day than 10 years 
ago? 

Mr. Plumb. I think there is much more discontent to-day than 10 
years ago. 

Mr. Watson. Do you think that 10 years from now there will be 
more or less discontent ? 

Mr. Plumb. Under the existing system I think that the discontent 
is growing. 

Mr. Watson. Without discontent we could never have enlightened 
civilization. Do you think that this discontent is represented by 
the revolution of mind and not by the revolution of power? 

Mr. Plumb. I think this plan is one of the steps of evolution which 
ha 8 been brought to the American people out of the discontent of 
existing conditions. 

Mr. Watson. From your experience, how many of the employees 
of the railroads believe in universal military training? 

Mr. Plumb. I have never conversed on that subject with any single 
man or any group of men. I have never heard an expression on it. 

Mr. Watson. With the knowledge which you have of the men's 
character, do you think they believe in universal military training? 

Mr. Plumb. I can only give my own personal view on that. If 
we establish a league of peace there is no reason for universal military 
training. 

Mr. Watson. It has been stated about 15 per cent of the soldiers 
in the Army could not read or write the English language. I do 
not know how true that is. How many employees in the railroad 
systems of the whole United States, from working on the track to 
the highest, can not read and write ? 

Mr. Plumb. I do not believe there is a single workman above those 
in the construction gangs — only a few there — who do not read and 
write the English language. 

Mr. Watson. Not even through the southern district ? 

Mr. Plumb. Any employee in the actual transportation of trains 
must be able to read and write in order to obey tne ordeis. 

Mr. Watson. Do you believe in compulsory education; that is, 
do the employees believe in compulsory education ? 
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Mr. Plumb. Why, there could be no question about that, in my 
mind. We must believe in education. 

Mr. Watson. If all the employees had a common-school education 
do you think that that would eliminate strikes? 
^ Mr. Plumb. Oh, no; that has nothing to do with the industrial 
situation. 

Mr. Watson. Employers who have under them thousands of the 
men have told me that if they all had a common-school education 
there would be no striken, that they could deal with them in an intel- 
lectual way? 

Mr. Plumb. I think these men can deal in an intellectual way with 
any problem that arises. We are trying to do that now. 

Air. Watson. You do not think that universal education would 
help the employees ? 

Mr. Plumb. Yes; it would help, but it would not solve the indus- 
trial problems. 

Mr. Watson. Of course, it would not solve the industrial problems, 
and there would be no strikes settled without the consideration of 
men who look at questions in an intelligent way ? 

Mr. Plumb. Wo have questions that have to be solved to-day. 
Universal education would prepare the next generation for tne 
solution of its problems, but it will not help in the solution of ours. 
^ Mr. Dewalt. Mr. Plumb, let me see whether you and I can agree 
upon some things. First, are you willing to concede that capital 
and labor have in many instances identical interests ? 

Mr. Plumb. Certainly they havo. 

Mr. Dewalt. Let us start out, then. Now. are you willing to 
concede that capital invested even in public utilities and even where 
the franchise was granted by public authority has a right to fair 
remuneration for such capital ? 

Mr. Plumb. That is tne basic principle announced in our plan. 
We agree with that. 

Mr. Dewalt. All right. Are you willing to concede that labor 
also has its rights to a fair remuneration and no more, a fair and 
reasonable remuneration ? 

Mr. Plumb. Well, you have introduced the "no more" element 
which you did not introduce in the other proposition. 

Mr. Dewalt. Wait a moment. Are vou willing to concede that 
labor as a component part of the public is entitled to reasonable; 
compensation ? 

Mr. Plumb. Yes, sir. 

Mr. Dewalt. Conceding what you have stated, that the actual 
capital in railroad enterprise is largely inflated by stock manipulation 
and that the actual valuation would be perhaps 33 J per cent less 
than the stock, what would you consider to be a fair return for the 
investment of capital ? 

Mr. Plumb. You mean the actual investment ? 

Mr. Dewalt. Yes, sir. 

Mr. Plumb. Whatever return at the time it is made is necessary to 
induco tho making of the investment. 

Mr. Dewalt. Now, suppose we say that money is worth 6 per 
cent, which is the general rate prevailing; I suppose you would bo 
willing to concede — and if you aro not, say so — that a lair return for 
capital invested as fairly represented by stock issue should bo 6 per 
centi if that was tho money rate and the normal money rate ? 
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Mr. Plumb. Should be .6 per cent upon- 



Mr. Dewalt (interposing). The capital honestly invested and rep- 
resented by stock issue. 

Mr. Plumb. Yes; if you are going to have that investment under 
conditions which require 6 per cent to induce it. If you are going to 
have that investment made under private operation and ownership, 
1 think it would require that rate to induce the investment. 

Mr. Dewalt. Are you willing to concede that there are three great 
interests here involved in this legislation and all similar legislation, 
to wit, capital as invested, the pubic, consisting of the consumer and 
producer, and also of the 2,020,000 men who work on the railroads, 
being a part of the public, and, third, the Government itself ? 

Mr. Plumb. You have four interests. 

Mr. Dewalt. Let us have the four. 

Mr. Plumb. You named capital, the public, the wage earner, and 
the Government. 

Mr. Dewalt. Yes, sir. 

Mr. Plumb. You take the wage earner in with the public. 

Mr. Dewalt. Yes. 

Mr. Plumb. And then you combine the producers and consumers 
in one intreest. 

Mr. Dewalt. Because the wage earners upon* the railroads are 
consumers. There is no doubt about that. 

Mr. Plumb. To be sure, they are consumers of other commodities 
in addition to consumers of transportation. 

Mr. Dewalt. Yes; I am taking the general consuming public in 
my phraseology. 

Mr. Plumb. I can not put into one class both consumers and pro- 
ducers. 

Mr. Dewalt. Let us make it four. I am perfectly willing to do 
that: Capital, public, Government, and the wage earners upon the 
railroads. 

Mr. Plumb. Then, I can not separate the public from the Govern- 
ment. 

Mr. Dewalt. You do not agree with my propostion that there are 
four interests to be considered in this legislation? 

Mr. Plumb. No ; I find only three. ' 

Mr. Dewalt. What are those three? 

Mr. Plumb. These three exist after capital has been guaranteed by 
all of the interests and eliminated. There is the consumer, the pro- 
ducer, and management. 

Mr. Dewalt. Consumer, producer, and management? 

Mr. Plumb. Yes, sir. 

Mr. Dewalt. What becomes of the capital interest? 

Mr. Plumb. I said that those existed after the capital had been 
guaranteed and eliminated. 

Mr. Dewalt. In the final consummation of any plan 

Mr. Plumb (interposing). Ifyou want to include capital 

Mr. Dewalt (interposing). Wait a moment. I want to get to the 
root of this thing. In the final consummation of any plan must you 
not take these four elements, capital invested, wage earner, which 
makes capital productive, and consumer, that is dependent upon the 
investment of the capital and the wage earner, and the public repre- 
sented by the Government itself; is not that the true basis? 
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722 RETUKtf OP THE BAILROADS TO PRIVATE OW2STEBSHIP. 

Mr. Plumb. No. 

Mr. Dewalt. Where is the fault. 

Mr. Plumb. The fault is that when you say public you include all 
interest that is Government because the Government represents all 
of these interests ; you can not separate them. 

Mr. Dewalt. That is merely a differentiation without a difference. 

Mr. Plumb. I agree with you. 

Mr. Dewalt. When you speak of the public necessarily you have 
the idea of governmental functions as representing the public. We 
have now governmental regulation of the roads, and therefore the 
public must be considered and with that governmental regulation we 
have governmental guaranty of certain elements that capital has 
invested in the railroads, and therefore the Government must be con- 
sidered; whether you call it the public or whether you call it the 
Government there can not be very much difference in the final 
conclusion. You have capital invested which you admit is entitled 
to fair remuneration and you have 2,020,000 men, and you and I 
agree essentially that they must be reasonably remunerated for their 
labor. 

Does your plan have in contemplation something like this or does 
it not, and would this, in your judgment, be feasible? To form a 
directorate of these public-utility corporations which we call the 
railroads, consisting of the representation of the Government, also 
a representation of the 2,020,000 wage earners, and also a representa- 
tion of the official management of the railroads as representing private 
ownership, and then say by legislation that those transportation 
companies shall receive an income, if earned, which shall not exceed 
an amount which would be a fair dividend upon the capital honestly 
invested, and that the balance or surplus, above that amount, should 
be divided between the Government, representing the public, and 
the men who are the wage earners, to wit, the 2,020,000 men who 
earn this money. What do you think of a plan like that? 

Mr. Plumb. If the men who are the producers, or the men who 
earn the money, and the public, or the people who consume trans- 
portation, had a voice in the control and management equivalent 
to that of the other element in the management, it would be a vast 
improvement on the present situation; but then you introduce 
another element in the form of a public guaranty on private capital 
held by private owners operating under a management which the 
private owners do not control, and are not responsible 

Mr. Dewalt (interposing). Are you right about that? Where 
do you get that? 

Mr. Plumb. The responsibility for the deficit would go somewhere 
else. 

Mr. Dewalt. Are you right about that? You start out with this 
premise, to wit: That the railroads are privately owned by private 
capital. Now, permit me to say that I do not think that is a correct 
premise. If my judgment is at all correct, that the railroads of this 
country are owned by the public, and a large percentage of the 
railroad stocks is owned by the 2,020,000 men who work for the 
railroads. I think I know what I am talking about there. There- 
fore, when you start out with your premise that the railroads of this 
country are privately owned, I must differ with you. The widows, 
orphans, merchants, shopkeepers, farmers, and men in every vocation 
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and calling of life are owning the railroads to-day. You say that 
they do not control them. I might grant you that, but they do own 
them. The consumers of this country in large measure partially 
own the railroads. The very men for whom you are pleading in a 
large measure own these railroads. Therefore, I ask you, if that 
be true, where is the inequity, if there be any, of saying that the capi- 
tal invested, which is the capital of these different classes that I 
have mentioned, including the very men for whom you are pleading, 
should receive a fair remuneration, and that the Government that 
grants the franchise, for the public at large, or for the 110,000,000 
people of the United States, should receive one-half of the surplus, 
if any, and that the men for whom you are pleading, to wit, the 
2,020,000 employees, should receive the other half? 

Mr. Plumb. I do not think there is any inequity in that. 

Mr. Dewai/t. Then, why does not your bill do something of that 
kind? 

Mr. Plumb. This would be to the satisfaction of the holders, 
because they would rather get a lower rate of return with a Govern- 
ment security than to have a private security 

Mr. Dewalt (interposing). Are you sure that they will geta lower 
rate of return? That is another statement. The great trouble that 
I have in my arguments is this, that I sometimes make statements 
and accept tnem as facts. Right there, are you sure that there will 
be a lower return ? 

Mr. Plumb. A lower return is always obtained where you are 

Getting a broader security, and the difference between the returns 
emanded depends exactly upon the security afforded. There is 
no private corporation that can give us as good security as the 
people of the United States can give. 

Mr. Dewalt. Well, that might be axiomatic, but I do not think 
it is relevant. Let us go to something else: You have 15 directors 
here, and 10 of them are elected by what I suppose would be generally 
and fairly considered interests which, if not identical are, at least, 
largely similar, to wit, the classified and nonclassified employees, 
and five of them are selected by a Government functionary, to wit, 
the President of the United States. Now, will you admit this, that 
every political administration, whatever its name, is very largely 
subject to popular opinion and popular influence?. In other words, 
it has its ear to the ground all tne time, does it not? Do you admit 
that? 

Mr. Plumb. It ou^ht to have. 

Mr. Dewalt. I will make that argument apply directly to the 15 
men, 10 of them elected as I have indicated, and if I am wrong in my 
premises, you will correct me. As I have said, they are elected by, 
if not identical, similar interests, those identical or similar interests 
representing an electorate or body politic of the United States. 
Now, the election is coming on in 1920, and for some reason best 
known to those 10 directors , representing, as I have said, if not 
identical, similar interests, and for some reason best known to the 
body of the electorate, they determine upon a certain policy in regard 
to railroad management and administration. Do you not believe 
that your plan would be a political engine which would either impel, 
or, perhaps, compel the administration through political needs either 
to form or so change its portion of that directorate as to meet the 
demands or requirements of the other 10? 
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Mr. Plumb. Why, it seems to me that merely requires this direc- 
torate to submit to a public referendum. 

Mr. Dewalt. Would you believe in that sort of railroad manage- 
ment ? 

Mr. Plumb. I think it would be a tremendous improvement over 
the situation where the capitalistic directorate adopts policies without 
any reference to public opinion. 

Mr. Dewalt. Did I understand you to go to the length of saying 
that you would favor a public referendum in regard to the directorate 
of $20,000,000,000 of capital, or $15,000,000,000, or $13,000,000,000 of 
capital invested in the railroads of the United States, in which almost 
every woman, child, and man of this country is interested either 
financially, physically, or socially ? 

Mr. Plumb. No, sir ; I did not say that, and we do not propose that. 
I said that the assumption you made was equivalent to a public 
referendum on policy. 

Mr. Dewalt. Then, in other words, as I understand, you say that 
I would advocate the changing of the directorate by a popular 
referendum? 

Mr. Plumb. No ; I did not say you recommended that or believed 
in it, but the assumption in the question which you put to me was 
equivalent to assuming that the action of this directorate would be 
submitted to a popular referendum. 

Mr. Dewalt. Let me put it to you again : 

Ten men are on this board of directors and you and I help to select 
the railroad men. You are of the unclassified ranks and I am of the 
classified ranks. The human equation is bound to come in, Mr. 
Plumb. We are looking for our end of it. We may be altruistic in 
some things, we may be public spirited in a great many things, but 
we are trying to do the very best we can to read the light; we are 
looking out for our end of it, and we are looking out for the end of the 
employees and wage earners. We have five men appointed by the 
President of the United States admittedly conservative, painstaking, 
honest men, but there comes a political furore, there comes a political 
crisis where the success or defeat of a party, either in power or desir- 
ing to get power, is dependent in large measure upon the labor vote 
of this country. Those are the facts I have stated in my preliminary. 
I ask you now, as a man of experience, a man who ought to know 
human nature, as a man who ought to know something about politics, 
if jou do not, because you are in public life, is it not a very dangerous 
thing, under such circumstances, to say that those five men would not 
be subject to any such influence; is it not likely that they would be? 

Mr. Plumb. Those five men would occupy positions similar to that 
of the Interstate Commerce Commission, and the thing that has estab- 
lished the Interstate Commerce Commission in the esteem of the 
public is that it has not been subject to political influence. 

Mr. Dewalt. Possibly so, and there is no ground for my fear. 

I want to clear something up in my mind. I have not heard your 
testimony, but I have been reading with a great deal of interest some 
of the remarks quoted in the newspapers and I wish to disabuse my 
mind. 

Before I go to that will you please tell me what your official con- 
nection with the American Federation of Labor is ? 
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Mr. Plumb. I am the general counsel in this matter for all of the 
organized railway employees of America. I have no official con- 
nection with the American Federation of Labor as such, though of 
the 14 organizations which I represent 10 are affiliated with the 
American Federation of Labor. 

Mr. Dewalt. Is it fair to say, Mr. Plumb, that you are voicing 
their sentiment here in the testimony which you have given? 

Mr. Plumb. I think it is. 

Mr. Dewalt. Now, coming down to my question, the newspapers 
repor<>-I do not believe everything I see in the newspaper&-you are 
alleged to have stated that unless this plan or something similar to it 
was adopted the men engaged as the workmen of the railroads of this 
country would take measures in their hands and there would be a 
revolution. Now, did you mean by that a resort to force? 

Mr. Plumb. I did not say it. 

Mr. Dewalt. I am glad you did not. What did you say ? 

Mr. Plumb. I said that I had overheard a man in St. Louis in a 
crowd surrounding me say : " By God, if we can not agree on some- 
thing of this kind, there will be revolution." 

Mr. Dewalt. Do you agree with that sentiment? 

Mr. Plumb. No. That depends upon what construction you place 
upon it. 

Mr. Dewalt. Let us put the general construction which the Eng- 
lish language would bear in general phraseology as used among rea- 
sonable people, " By God, unless something of this kind is adopted 
there is going to be revolution." 

Mr. Plumb. I do not believe there is going to be in this country 
and I do not believe that the workmen of this country ever intended 
to be understood as saying that there will be a revolution overthrow- 
ing this Government, because they believe that this Government is the 
foundation upon which to build a new order of things. I can not 
interpret that word " revolution " in connection with that situation to 
mean anything other than a reconstruction by governmental processes 
of the industrial situation. 

Mr. Dewalt. Permit me to interrupt you there. Am I correct, 
then, in understanding you, as the mouthpiece of this organization 
and their counsel, as saying that you do not believe in any measures 
which would result in force, but that you would confine the efforts 
to legitimate legal process ? 

Mr. Plumb. Absolutely. 

Mr. Dewalt. I am glad to hear you say that. I want to put those 
people right, if I can, and put myself right. Are you sure that you 
are voicing the sentiment of the organizations whom you represent 
as general counsel when you make that statement? • 

Mr. Plumb. I am sure. Indeed, if I were not sure, I would not be 
here. Now, Congressmen, if I may say this, there has been a great 
deal of misrepresentation in the papers saying that we intended to 
force this legislation by the power of strike. No one has said that. 
It has been positively denied by Mr. Stone and Mr. Morrison and by 
myself. The fact is there is a wage discussion pending under the old 
system, and the only mention of strike has been in connection with 
tnat old discussion, which is entirely separate and apart from the 
proceedings which we are presenting here. This is a question of 
statesmanship. It depends upon an appeal to the patriotism and 
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the wisdom of the citizens of the United States, and we would be 
blind to our own interest if we attempted to bring into this dis- 
cussion any such methods as are used for the settling of a wage 
dispute under the existing employment system. There is not any- 
body here representing our interest who nas said a word on which 
any other interpretation can be placed. When we say that if these 
questions are not solved there will be trouble, we are merely stating 
the fact of the discontent which we find throughout the country and 
the necessity for finding a solution. That is alL 

Mr. Dewalt. Let me go a little further and then I am through. 

In comparison with men who are engaged in other walks of life, 
other than skilled labor and highly skilled labor, is it true or is it 
false that railroad men, with the exception of a class, are to-day 
proportionately on a higher wage scale tnan others? 

Mr. Plumb. Congressman, the Railroad Administration has pre- 
pared a tabulated statement of the wages paid railway employees by 
classes and positions both before the Government took control of 
operation and since the Government took control down to May 1 of 
this year, I believe. That would be very illuminating and it would 
give you more information than I can. 

Mr. Dewalt. Perhaps, I can give you some. Do you know of any 
other class of labor that has had a raise similar to the Adamson bill 
raise? I am talking of classes. 

Mr. Plumb. I am not informed. I have had no connection with 
the wage question. 

Mr. JDewalt. Then your answer to my question is, " I do not 
know"? 

Mr. Plumb. I do not know anything as to wages or labor condi- 
tions. 

Mr. Dewalt. If it be a fact that men engaged in this sort of labor 
are paid proportionately as much or perhaps more than the other men 
engaged m other avenues of labor, then I ask you this question : Why 
should there be any distinction made and classification made by this 
legislation in favor of the 2,020,000 men who are engaged in this walk 
of life unless we at the same time say that these other millions of 
men who are engaged, we will say, in the manufacture of iron, in 
leather production, sugar production, and all the other things that 
o toward making up of life should also have similar legislation? 

ow, wait. Your reply to that would be, u Well this is a semipublic 
enterprise." Primarily, the transportation systems of the country 
are owned by the Government itself. That is, every corporation 
receives its franchise from the State or some authority in the State. 
Therefore it is under public regulation and governmental regulation ; 
but permit me to say, Mr. Plumb, that that argument to my mind 
is not conclusive, because if we basically start that every man is 
entitled to a fair wage, and you agree with me in that, reasonable 
compensation for what he does in this life, then if your process of 
legislation in regard to this governmental function is going to give 
2,020,000 men the preference, I ask you why do you not go right 
along the line and give it to every fellow, and why make the dis- 
tinction ? 

Mr. Plumb. Well, if it proved of benefit to the men and to the 
public in its application to this industry, I can see no reason why it 
should be limited. 
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Mr. Dew alt. It is not quite certain in your mind whether it is 
going to be of benefit ? 

Mr. Plumb. No ; I am confident that it will be a public benefit. 

Mr. Dewalt. If you are confident that it is going to be of public 
benefit, why not go along the whole line and let us have what you 
say, a tripartite directorate of every enterprise of any large commer- 
cial value which looks to the sustainment of life and the happiness of 
the people ? 

Mr. Plumb. This principle is not applicable to any industry at all 
other than those based either on a grant or a monopoly. I can not 
say that it would be sound economics to apply it to industries not 
so based, and it would not be democracy in government to impose it 
upon any industry, even so based, unless the public desired it to be 
so imposed. Here we have this industry organized appealing to the 
public to have democracy in industry established as to this activity, 
and if the public agreed that it would be well to do so, then it ought 
to be established, but the other industries are not so organized and 
are not asking at this time for the application of this principle and 
it would be very difficult to apply it. 

Mr. Dewalt. Then, as I understand, if at any time in the near 
future or in the distant future all the men engaged in a certain enter- 
prise which is not monopolistic, because that was one of the things 
you incorporated in your answer, should determine that it was for 
their interest that legislation of a similar character should be en- 
acted, that would be the thing to do? 

Mr. Plumb. If the public concurred in that determination. 

Mr. Dewalt. Therefore, leading down to the analysis again, if all 
of the farmers of the country — not all, but a majority— came to the 
conclusion that they would be best benefited by having all machinery 
applicable to the working of their farms and all labor used in connec- 
tion with the production of theit farms covered by somewhat similar 
legislation, to wit, the establishment of a directorate, do you think 
we should do that because the farmers want it established? 

Mr. Plumb. If the public and the farmers wanted it done — it is 
an absurd hypothesis. 

Mr. Dewalt. I know. That is just what I am trying to get down 
to the reductio ad absurdum — that is just what I am trying to get at. 

Mr. Plumb. I think you have done it with the farmers. 

Mr. Dewalt. I think I have. We will get all the steel men and 
put them together and say they want this thing done? 

Mr. Plumb. I think you will probably see it. 

Mr. Dewalt. Exactly. 

My friend, Mr. Plumb, where is your line of demarcation; where 
are you going to stop ? . 

Mr. Plumb. Stop where" grant and privilege cease. 

Mr. Dewalt. Where grant and privilege cease ? 

Mr. Plumb. Yes, sir. 

Mr. Dewalt. Let us follow that up a little bit. I live in the State 
of Pennsylvania. There are about 12,000,000 people there now, I 
guess. I do not know how many corporations there are, but I know 
there are thousands of them. Every one of those corporations derives 
its power from the State of Pennsylvania. Some of them are private 
corporations and some of them are public utility corporations. 
Others, again, are banking institutions. Every one of them in their 



728 EETUEN OF THE RAILROADS TO PRIVATE OTOTERSHIP. 

nature has just what you say, a grant, a grant riven by the supreme 
power of the State 01 Pennsylvania. If I understood your answer 
you said that your line of demarcation was to be fixed where grant 
ceased. Then, it would apply to all of them. Am I correct in saying 
that ? 

Mr. Plumb. No; because a grant to be a corporation is not a 
grant. But, Congressman, an industry based upon a grant of a 
special privilege implies a grant beyond that to exist as a corporation; 
it implies a grant to do something as a corporation which an individual 
could not do. 

Mr. Dewalt. All right. 

Mr. Plumb. But it can only be done by the public consent. 

Mr. Dewalt. All right. Take all the water there is in the State 
of Pennsylvania, owned by the State, every drop of it, primarily. 
There are hundreds of water corporations in the State furnishing 
water and they charge for it. Would you say that they would f all 
within this line of demarcation ? 

Mr. Plumb. A water corporation furnishing water ? 

Mr. Dewalt. Yes, sir. 

Mr. Plumb. I should think it might be applicable to that corpora- 
tion. 

Mr. Dewalt. All right. Take the manufacture of gas for illumi- 
nating purposes; would that also fall within the line? 

Mr. Plumb. Yes; of course, confined to the territory it served. . 

Mr. Dewalt. All right, confine it just as much as you can, because 
I want you to do that. Take the trolley systems. They fall within 
that nomenclature? 

Mr. Plumb. You mean would my principle be applicable to them i 

Mr. Dewalt. Yes, sir. 

Mr. Plumb. Certainly. 

Mr. Dewalt. There is not a public highway in any State of the 
Union that does not belong to the Commonwealth in which the 
higway i3 situated. Some of them are toll roads, people have to 
pay toll. You say those should be included ? 

Mr. Plumb. Yes, sir. 

Mr. Dewalt. We are going pretty far; where will we stop? 

Mr. Plumb. Stop the minute they cease doing business on a privi- 
lege which individuals can not enjoy. 

Mr. Dewalt. Then, you would do away with all united effort in 
the final analysis and resolve the problem into individual effort and 
the right to have individual effort in every avenue; is that it? 

Mr. Plumb. I hardly understand that question. I would do away 
with united effort? 

Mr. Dewalt. -You said that you would let this thing run and be 
applicable to everything in which neither corporation nor class 
enjoyed privileges which the individual did not have, something 
of that sort. Therefore, I will ask you again, do you believe that 
this problem can be solved by resolving it into a question of individual 
effort and not a concentration of efforts, of the unification thereof, 
and by the formation of these large corporations with proper regula- 
tion of the capital invested ? 

Mr. Plumb. Our plan contemplates preserving the benefits m of 
coordinated effort through corporate existence, but merely directing 
the benefits of the effort from profit to service. 



RETURN OF THE RAILROADS TO PRIVATE OWNERSHIP. 729 

Mr. Dewalt. All right; if that is so, what becomes of the future 
if this thing should go on and if individuals were to be deprived of 
the same .privileges ? 

Mr. Plumb. I did not say that. 

Mr. Dewalt. Then I misunderstood you. 

Mr. Plumb. I said that it was applicable only to those industries 
based upon a privilege which an individual could not exercise of 
inherent right. No individual can own and operate a railway. 

Mr. Dewalt. I am not so sure about that, either. 

Mr. Plumb. Unless he has a grant. 

Mr. Dewalt. Yes; that is just it. He gets a grant. 

Mr. Plumb. He does it not by inherent individual rigjit, but be- 
cause he has received a grant from the. sovereign. 

Mr. Dewalt. He receives his grant from the sovereign and then 
you place yourself again in this position — — 

Mr. Plumb (interposing). Then he becomes subject to this prin- 
ciple so far as he is exercising that grant. 

jMr. Dewalt. Yes; and therefore, as I understand you, you would 
resolve this thing finally into 'this, that every industry which has as 
its inherent basic principle a grant, whatever its nature or purpose, 
in the final analysis then its existence should be governed by princi- 
ples such as you set forth in your bill for the regulation and man- 
agement of railroads. Is not that the final analysis ? 

Mr. Plumb. With the proper understanding of the term "grant" 
or "privilege." 

Mr. Dewalt. I am taking the legal terms, grant and privilege. 

Mr. Plumb. Yes ; so am L 

Mr. Dewalt. Does not that lead, Mr. Plumb, to what you call 
socialism? ' 

Mr. Plumb. Not at all. 

Mr. Dewalt. What does it lead to ? 

Mr. Plumb. It leads you to a situation where those grants which 
the public has made are preserved for the banefit of the public and 
not diverted to private interest, and that is not socialism. 

Mr. Dewalt. You will pardon me, Mr. Plumb, for going along this 
line of inquiry, but it is interesting to me and I wanted to know your 
views about it. I am glad that you voice the sentiment of the 
people who are engaged in railroad operation when you declare that 
it is not their idea to pursue any except legal and orderly procedure 
in remedial legislation. 

Mr. Plumb. If I thought for a moment that any of the men whom 
I represent entertained that idea or that purpose and controlled my 
activities in any way in conformity with such ideas and such advice 
I would not be here for one minute. 

Mr. Dewalt. I beg your pardon for the interruption. 

Mr. Mjerritt. Mr. rlumb, I want to ask you about one or two 
matters in the bill. First, on page 3 y section 2, there is a provision 
for acquiring by the railroad Doard of appraisement the railroads, 
and at the end of the section also, "all auxiliary plants or facilities 
for manufacturing or repairing, purchase and distribution of stores 
and supplies," etc ? 

Mr. Plumb. Yes. 

Mr. Merritt. Does that contemplate the acquisition by condemna- 
tion of such corporations as a locomotive manufacturing company, 
the Baldwin and the American locomotive works ? 
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Mr. Plumb. I think it contemplates the acquisition of the properties 
of those corporations which might be deemed desirable, but it does 
not consider the corporations themselves as being subjects of acquisi- 
tion. 

Mr. Merritt. If you should proceed to condemn, for instance, the 
Baldwin Locomotive Works, would your definition in the bill preclude 
allowing anything for the good will of the corporation ? 

Mr. Plumb. No; because I do not contemplate that this would 
cover the condemnation of a corporation. ^ We might take some or all 
of the properties of the corporation and if we did that we would not 
take the corporation, it would still exist, it could continue and if it 
desired to build new properties it would retain its good will; but if our 
taking of the properties meant the extinction of the corporation, 
I think it would include the good will in that case, because that is a 
private corporation not exercising any public franchise or privilege 
other than the right to exist as a corporation and it should be treated 
as an individual owner, because an individual could own and operate 
that plant without any grant at all. 

Mr. Merritt. You say in that case that you might pay for the 
good will? 

Mr. Plumb. It seems if we condemn the plant it should be entitled 
to every return of an individual owner because the charter gives it all 
of those powers. 

Mr. Merritt. The theory under which that part of the section is 
put in, I take it, is that this great railway corporation should do all of 
its own manufacturing? 

Mr. Plumb. Should do all that was deemed necessary for it or 
expedient. 

Mr. Merritt. And the tendency would be ultimately to do all its 
own manufacturing ? 

Mr. Plumb. I should think so. 

Mr. Merritt. Do you think that would tend to efficiency and to 
greater improvement in the appliances used on the railways ? 

Mr. Plumb. I think it would facilitate the adoption of improve- 
ments to a very great extent. 

Mr. Merritt. T>o you think that that would facilitate and encour- 
age invention ? 

Mr. Plumb. I think it would. 

Mr. Merritt. You do not think then that the individual railroads 
in competing between themselves have helped inventors ? 

Mr. Plumb. They have obstructed. 

Mr. Merritt. If you had one purchasing agency and that pur- 
chasing agency had standardized on certain goods, is it your view that 
the purchasing agency would be more open to new devices? 

Mr. Plumb. I think: it would be. 

Mr. Merritt. Has that been the history of governmental pur- 
chasing agencies ? 

Mr. Plumb. I do not know about Government agencies. This 
would not be a Government agency. This would be an agency in 
which every employee throughout the entire system would be inter- 
ested in the efficiency of the agency and would be a different thing 
from a governmental agency. 

Mr. Merritt. If that is the answer, I do not care to go into that. 
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On page 12 there is a provision for the appropriation of money out 
of the operating revenues of the national railway operation corpora- 
tion. If there should be no operating revenues what would happen 
then? 

Mr. Plumb. Well, that is rather a violent assumption, but if there 
was no operating revenue, then this appropriates it out of any other 
funds in the treasury not otherwise appropriated. I think there is 
a provision for that. 

Mr. Merritt. What I am getting at is this: If there are not suffi- 
cient operating revenues to carry out the provisions of this section or 
other sections, what will happen ? 

Mr. Plumb. If there were not sufficient operating revenues the 
Government would terminate it immediately. 

Mr. Merritt. The Government in the meanwhile having acquired 
all the railroads, how could the Government terminate it ? 

Mr. Plumb. In any manner that it saw fit. There would be no 
lack of bidders for the opportunity. 

Mr. Merritt. It would be rather a big bid ? 

Mr. Plumb. Oh, yes; but we have almost as large bidders now 
who are bidding to finance Europe to-day. 

Mr. Merritt. Not in one bid. 

Mr. Plumb. The financing required for this operation would, be 
infinitely less than some of the bias that are made for foreign financing 
to-day. 

Mr. Merritt. Is it or is it not your view that having once acquired 
these railroads the Government would be obliged in one form or 
another to continue to own them and possibly operate them ? 

Mr. Plumb. It would be obliged to operate them directly or 
through some agency which it might create, certainly. 

Mr. Merritt. If it should be found that the competition in service 
was inefficient that never could be restored very well ? 

Mr. Plumb. The present complete failure of the railroads under the 
old system ought to disillusion us on the benefits of competition. 

Mr. Merritt. I did not know that that supposition was generally 
accepted ? 

Mr. Plumb. True, it may not be, but it is being quite broadly 
accepted now. 

Mr. Merritt. Under your plan you provide with certainty for a 
surplus during the first year and, if I understand your testimony 
correctly, that is due to the fact that charges are cut in two? 

Mr. Plumb. Yes, sir; that would insure a surplus. 

Mr. Merritt. If that is done naturally those securities to which 
these charges were apportioned will either go out of existence or be 
very much diminished in value? 

Mr. Plumb. I do not believe that they would be diminished very 
much below their present market value. The amount which the 
corporation would receive would pay 5 per cent on $10,000,000,000) 
which would be a little more than the fixed charges. 

Mr. Merritt. You assume you could pay the same dividend out of 
half of the apportionment as out of the whole? 

Mr. Plumb. Yes, sir ; until the Government took over the thing 
before they had never had such funds for dividends as they have 
been receiving now. 

Mr. Merritt. That is admitted on all hands, is it ? 
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Mr. Plumb. Yes, sir. 

Mr. Merritt. Just a moment, and I will not detain you longer. 
In regard to the industrial democracy which is sought m your bill 
and referring again to the directors and the way they are elected, 
these directors would be in charge of one of the greatest, if not the 
greatest, corporations in the United States ? 

Mr. Plumb. Undoubtedly. 

Mr. Merritt. That would be, would it not, an attraction to people 
who like the power or, if you please, wanted to do public service or 
for any other reason wanted the job ? 

Mr. Plumb. I think it would. 

Mr. Merritt. Would it not involve these 2,000,000 employees in 
great political campaigns? 

Mr. Plumb. No; I do not think that it would. I think there 
would be necessarily an industrial political policy to be carried out, 
but since the satisfaction of ambition undeserved means a loss to 
those who have power of promotion, I believe we could be absolutely 
sure of having promotion placed where it was most deserved ancl 
where it was most profitable to the community to have it placed. 

Mr. Merritt. You do not think that the employees could be 
influenced as they are now unfortunately in general politics by pro- 
motion, preferment, or increase of salary or anything of that sort? 

Mr. Plumb. Not enough to vary the results; that is, no such great 
numbers could be influenced. 

Mr. Merritt. I call your attention to these facts from the official 
census of the United States. The official report of the vote of the 
State of New York in the election of 1916 was 1,760,000 votes, and 
in the State of Illinois slightly over 2,000,000 votes, just about the 
same as you have in these railroad organizations; the entire esti- 
mated wealth, according to the census the year before that for the 
State of New York was $15,000,000,000, and fojj the State of Illinois 
$9,000,000,000. I do not understand why in the election of a direc- 
torate controlling about the same estimated wealth, a directorate 
controlling the interests of 110,000,000 people, the same force of 
evil would not work in the 2,000,000 voters as in the 2,000,000 voters 
in New York or Illinois. 

Mr. Plumb. Do you think that the force of evil did work in New 
York and Illinois? 

Mr. Merritt. I think it did. I think for administrative purposes 
you are going to get all the evils that you get from political action, 
and I should like your opinion as to whether or not you are creating 
a great political machine internal and external? 

Mr. Plumb. I can not say, because I do not see what rewards would 
come for political activity. 

Mr. Merritt. You do not think it would be a reward to be one of 
the most powerful board of directors in the world? 
% Mr. Plumb. Certainly, but they can not get that reward through 
political activity. 

Mr. Merritt. Not among the 2,000,000 people who voted for them) 

Mr. Plumb. No; because they elect the directors. It seems to me 
there would be less evil in that system than in a like system con- 
trolled by private capital where tne rewards obtained were not the 
satisfaction of ambition, but such moneys as could be diverted for 
private benefit. 
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Mt.Merritt. I recall in your testimony you spoke of some opera- 
tion you conducted when receiver of a railroad and had absolute 
Sower under the court to cooperate with the men, and would it not bo 
etter to have some system under which you had the advantages you 
had in that case of a responsible executive cooperating with the men ? 

Mr. Plumb. We have had such a system used in another way, per- 
haps, under the Railroad Administration. I do not suppose that the 
Railroad Administration was free to cooperate with the railroad em- 
ployees in the way that I was free to cooperate with mine, but 
through my cooperation I did procure the results, but it was a cooper- 
ation that the Railroad Administration could not undertake. 

The Chairman. Mr. Sweet of Iowa wants to ask a question about 
the Monongahela case. 

Mr. Sweet. I call your attention to Section IV: 

That in the determination of the amount of compensation to be paid to the corporate 
and individual owners of transportation properties so vested in the United States the 
appraisement board shall ascertain the value of all the rights, property interests, 
powers, authorities, and privileges granted in and acquired under the charters of the 
several corporate owners and the laws under which they operate and the grants made 
to individual owners owning or operating such properties. 

Then you state: 

That all values not included in the grants made in the charters of the corporate 
owners or the laws under which they operate or in the grants made to individual 
owners shall be regarded as values retained by the public in the public highways of 
the United States and not subject to compensation. 

Mr. Plumb. Yes. 

Mr. Sweet. I am not just clear as to your line of demarkation. 
Under the term "all the rights" would you include franchises ? 

Mr. Plumb. I think you would have to include franchise for such 
values as were authorized under the charter. 

Mr. Sweet. Now, you are familiar with the case of Monongahela 
Navigation Co. v. United States, in 148 United States, page 312 ? 

Mr. Plumb. Yes. 

Mr. Sweet. Are you in conflict with that case in presenting your 
plan here ? 

Mr. Plumb. Not at all. In that case it was decided after the first 
decision had not allowed any value for the franchise and the company 
appealed, that the franchise granted by the State was one of the 
elements of value that would have to be taken into account, as I 
remember the decision. 

Mr. Sweet. That is true. 

Mr. Plumb. And a new ruling was made, or it was sent back to be 
heard over again, to take into account the franchise, and then I think 
there was a settlement or an agreement made subsequent to that, so 
that there was no final determination of what value was allowed for 
the franchise, but it was held to be error not to include any value for 
the franchise. 

Mr. Sweet. The case here says, of course, thatnot only the tangible 

Eroporty shall be taken into consideration in determining the value, 
ut the value of the franchise as well. 

Mr. Plumb. The value of the franchise, because under its charter 
it had been granted certain rights by the State of Pennsylvania, 
which were of certain value, and they were to be taken into account. 
Now, we are in exact conformity with that decision, because we say 
that they must value every right, privilege, property, or interest 
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which has accrued to them under their charter or been granted by 
their charter. That leaves us free to contend before the court that 
this demand which they make is not found in the charter, but it 
does not leave us free to say that we can not take into account uny 
demand that is within the charter, and I think this is drawn in strict 
conformity with the decision in the Monongahela case. 

Mr. Sweet. My question was whether the term in section 4, "all 
the rights," included franchise, as set forth in this case? 

Mr. Plumb. Now, Congressman, in some jurisdictions the laws 
under which the charters are granted forbid the inclusion of franchise 
values. In some of the States there is no such provision, and in some 
of the States there will be provisions which necessarily include those 
values, and each case must stand upon the conditions of its own 
charter. 

The Chairman. What was decided in the Wilcox v. Consolidated 
Gas Co. case ? 

Mr. Plumb. In the Wilcox v. Consolidated Gas Co. case the particu- 
lar point that I have in mind is this. There had been a valuation 
agreed upon in years past, which the company had capitalized. 
The securities so issued had been recognized by legislative enactment. 
A new valuation was to be had in the Wilcox case, and they contended 
that those seven millions of securities did not represent any investment 
and should not be included in the values, and it was held there that 
since these securities had been recognized by legislative enactment 
the court would not permit or consider any evidence as to whether 
or not they actually represented investment, and they were taken into 
the account in the valuation on the basis that they did represent 
value to the extent that they had been recognized by the legislature. 

The Chairman. I want to ask Mr. Plumb if he could conclude this 
afternoon, should we go on. 

Mr. Plumb. I am preparing a statement, which I promised to 
submit to this committee, ana naturally, after being here all of the 
hours that I have, I have been unable to work that out, I had hoped 
that we might recess so that I might have that completed. 

The Chairman. As I understand it, about all that would be left 
of your testimony would be your synopsis or analysis of other plans t 

Mr. Plumb. Yes. 

The Chairman. How long would it take you to do that ? 

Mr. Plumb. That would take me, I judge, about an hour, and then 
I want to present my statement. Whether I do that at the close of 
my testimony or at the close of Mr. Garretson's is immaterial. It 
will be a prepared statement that I want to submit, and I have not 
got it prepared now. 

The Chairman. I do not think we will spend much time on cross- 
examining you as to your views with reference to the plans presented, 
because we have had the opportunity of cross-examining the pro- 
ponents of those plans. 

Mr. Plumb. Yes. 

The Chairman. We want to finish with Mr. Plumb on Monday, and 
with Dr. Haney of Jacksonville, Fla., on Monday, and start with 
Mr. Garretson, and that is as far as we can outline the program now. 
Recess until 10 o'clock Monday morning. 

(Whereupon, at 1 o'clock p. m., the committee adjourned until 
Monday, August 11, 1919, at 10 o'clock a. m.) 
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Committee on Interstate and Foreign Commerce, 

House of Representatives, 

Monday, August 11, 1919. 

The committee met at 10 o'clock a. m., Hon. John J. Esch (chair- 
man) presiding. 

STATEMENT OF MB. GLENN E. PLUMB, GENERAL COUNSEL 
FOB THE ORGANIZED EAILWAY EMPLOYEES OF AMERI- 
CA — Besumed. 

The Chairman. Mr. Plumb, we are now ready to proceed. You 
were to make a statement as to your views of various plans. 

Mr. Plumb. An analysis of the other plans now pending. 

The Chairman. Very well. You may proceed. 

Mr. Plumb. Taking first the plan of the United States Chamber of 
Commerce, it has been argued by the attorneys representing the 
railway presidents' conference committee and the counsel for the 
Kansas City Southern Railway that value of rate-making purposes 
is to be determined in the same manner that value is to be determined 
in condemnation cases. That the basis upon which rates were to be 
established involved such determination of valuation and that that 
was a judicial question. It is so held by the United States Supreme 
Court. Quoting now from the Monongahela case: 

The question as to what is the nature of just compensation, either for use or for 
taking, is a judicial question and not a legislative question. The legislature may 
determine what private property is needed for public purposes — that is a question of 
political and legislative character— but when the taking has been ordered, then the 
question of compensation is judicial. It does not rest with the public taking the. 
property through Congress or the legislature, its representative, to say what com- 
pensation shall be paid or even what shall be the rule for compensation. The Consti- 
tution has declared that just compensation shall be paid, and the ascertainment of 
that is a judicial inquiry. 

The attempt of the framers of this plan — that is, the chamber'of 
commerce plan — to have the legislature determine the basis upon 
which compensation shall be paid is an usurpation of the judicial 
function. It is an attempt by statute to determine the rights and 
property interests upon which rates must earn a return. It is an 
attempt by statute to determine the rights and property interests 
or the amount of the rights of property interests upon wnich rates must 
earn a return. 

Referring to our bill, our bill does exactly what the Monongahela 
case says is the function of the legislative body. It determines what 
rights shall be taken, not the method of determining the valae, 
whereas the chamber of commerce bill and in that particular the 
other two plans — I am mistaken when I say the bill; there is no bill — 
the chamber of commeice plan, the executives' plan, and the War- 
field plan instead of determining what rights shall be taken deter- 
mine the basis of fixing compensation for the rights taken. 

The report of the chamber of commerce submitted to this com- 
mittee on pages 8 and 9 says: 

Briefly stated, it is recommended that Congress develop a statutory rule of rate- 
making, requiring the Interstate Commerce Commission to be responsible for railroad 
rates and fares designed to allow the carriers in each designated traffic section not 
less than 6 per cent net upon the aggregate fair value of the railroads. 
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In this quotation the term "fair value' ' would naturally be in- 
tended to mean that which was meant by the use of these words in 
the decisions of the Federal Supreme Court in Smythe v. Ames, the 
Minnesota rate cases, and other like judicial pronouncements; but 
in the plan submitted its proponents provide what interpretation 
shall be placed upon the term "fair value' ' and lay down the rule for 
that determination, as follows.: That fair value for rate-making pur 
poses "shall be their aggregate property investment accounts," and 
that fair value must be so determined. This leaves no room for 
judicial constiuction. 

In this way the Interstate Commerce Commission "must" deter- 
mine the fair value of all of the railroads within a transportation dis- 
trict. That is. all of the roads are to be so determined, the aggregate 
of all of them, but the fair value of the property of an individual road 
must be determined in an entirely different manner. 

The fair value of the property of an individual road must be deter- 
mined as that share of the aggregate property investment accounts 
of all the railroads in the traffic section in which the road is situated 
which the particular road's annual railway operating income bears 
to the aggregate amiual railway operating income of the railroads in 
its traffic section. The fair value of afl of the roads is made to 
become the sum of their property investment accounts; the fan- 
value of the individual road is made to depend entirely upon its 
earning capacity, which, of course, varies with the rates prescribed, 
the volume of business transacted, and is measured accurately only 
by the needs of the community for service. They set up a fixed 
standard of determining a fair value of the aggregate within the dis- 
trict and a constantly varying standard for determining the value 
of the individual roads within that district. That inconsistency 
alone would make that provision unconstitutional, because it denies 
to the individuals the rights conferred upon the aggregate. 

This sets up an entirely new standard for determining a fair value, 
a standard that has never received judicial sanction, but has always 
been judicially condemned. The only purpose or motive that 
could justify asking for the establishment of such a standard is that 
announced in the next paragraph, to wit, a "plan for strengthening 
and stabilizing the railroad credit." This plan disregards every 
other motive, every other purpose, every other intent than that of 
strengthening and stabilizing tne credit of the railroad corporations. 
The need of the public for service, the right of consumers 01 transpor- 
tation to receive that necessity at the lowest possible cost, the right 
of employees to adequate compensation are all disregarded in this 
purpose of "strengthening and stabilizing the credit of railroad 
corporations." 

In order to strengthen and stabilize this credit the proponents of 
the plan claim that it is necessary in addition to earmng 6 per cent 
net upon the aggregate fair value, defined in their plan as meaning 
the aggregate of the property investment accounts of the railroads, 
there must also be established company contingent f unds amounting 
to 6 per cent upon the fair value of the individual company's prop- 
erty, and that lair value varying with the conditions ol traffic each 
year, never being fixed or constant, and therefore the contingent 
fund never being fully complied with, and also a general railroad 
contingent fund equivalent to 6 per cent upon the aggregate property 
investment accounts of all railroads in that traffic section. 
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This means a total of 12 per cent in contingent funds in addition 
to the annual return of 6 per cent. 

A further demand for " strengthening and stabilizing their credit" 
is found on page 18 of the chamber of commerce report, in the pro- 
vision for the establishment of a railroad reserve fund, for wnich 
shall be appropriated $500,000,000 by Congress, to be repaid out 
of the accumulations of the contingent fund in excess of $500,000,000; 
so that the rates demanded must be so fixed by the Interstate Com- 
merce Commission as to provide an annual income which will pay 6 
per cent on the property investment account of, $19,000,000,000, 
and, besides that, provide funds sufficient to create the individual 
contingent funds, the aggregate contingent fund, and to repay the 
half billion appropriation for the foundation of the reserve fund. 
This program makes no provision for repayment to the Government 
of the indebtedness already accrued ana its projectors calmly assert 
in what must have meant to be irony, " Without imposing upon the 
public the burden of unreasonable transportation rates." 

These demands, made as being necessary to strengthen and sta- 
bilize the credit of the railroad companies, show the extent to which 
that credit has been dissipated and demoralized by the private 
owners and managers of these properties. 

An analysis of what these demands amount to in actual receipts: 

The Government showed a deficit last year from railroad opera- 
tions of $236,000,000, and shows an estimated deficit this year of 
$400,000,000. In the absence of a guarantee these deficits must 
be overcome before we can begin figuring on net receipts. The 
aggregate property investment account is to-day 19 billions; 6 per. 
cent of that amount would be $1,140,000,000, an increase of 
$200,000,000 over rentals now paid. Add to that increase the 
estimated deficit for this year of $400,000,000, and the demand as 
a minimum would require $600,000,000 increased revenues. To 
establish the contingent funds required, if they were to be com- 
pleted in six years, would take $200,000,000 a year more and if in 
12 years $100,000,000 more, without repaying the $500,000,000 con- 
tributed by the Government. To effect then the net diminution in 
traffic would require an advance in rates of 20 per cent over the 
existing rates. 

Taking the rate level of Janury 1, 1917, as 100 per cent, there 
was added too that by the Interstate Commerce Commission in its 
rate increases allowed during that year, 15 per cent. These rates 
were then increased by the director general as a war measure by 
25 per cent. The rates so established must now be increased to 
at least 20 per cent to meet the demands of this measure proposed 
by the United States Chamber of Commerce. That increase would 
merely meet the demand for fixed charges; it would not provide 
anj extra revenues for increased operating expenses. The sum of 
this demand would amount to an advance of 71.8 per cent in the 
rate level over the 100, per cent of January 1, 1917. 

The prewar rate had been sustained by railroad management as 
being tnat rate which permitted traffic to be moved at the highest 
rate of profit. Had the rate been higher profits would have de- 
creased; according to the testimony of the railway officials who 
have defended their rate structure. Manifestly, a rate structure 
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built upon that theory can not be materially increased without 
materially decreasing profits, and when such increase passes the 
margin of safety operating deficits inevitably appear. By like 
reasoning, supported by past experience, those deficits increase as 
the rate level is raised. 

These deficits have appeared; therefore it is demonstrated that the 
existing rate is too high, and any increase in that rare level must pro- 
duce increased deficits. 

Railroad credit has been destroyed, company liabilities have ex- 
panded beyond actual investment. These expanded liabilities, de- 
manding earning power in excess of that produced by rates which have 
been adopted as those rates which produce the greatest profit, make 
the deficit in earning power created by fictitious securities. It is 
proposed to create deficits by establishing rates so high as to prevent 
a flow of traffic at any profit whatsoever. 

This attempt to stabilize credits by injecting value where none 
exists threatens the security and return on the value which does exist 
by totally destroying the earning power of the capital actually 
invested. 

The plan of the security holders as presented by Mr. Warfield and 
of the railway executives presented by Mr. Thorn include as the fun- 
damental basis of their propositions the same evil that vitiates the 
plan of the United Chamber of Commerce; to wit, that the basis for 
fixing rates must be by statute declared to be the property invest- 
ment accounts of the carriers. By various terms this demand is dis- 
guised as being "fair value" of that property, " the investment made 
•by security holders/' and other like misleading definitions. But in 
every case an analysis of the plans so far as they have been presented 
discloses an ultimate definition of fair value as being the amount of 
money represented by the property investment accounts, the spon- 
sors admitting that the property investment account does not actually 
measure actual investment made. But by some intangible process 
not yet explained, it must be assumed to represent the actual fair 
value. 

No plan yet presented is based upon the grants actually made by 
the States or by the United States to any 01 these corporations. It 
is not claimed, nor do they attempt to demonstrate, that their claims 
can be supported under any charter provisions or any laws prescrib- 
ing the manners, methods, or regulation of the operation of these 
public highways. These claims are supported only by comparison 
with the interests which private owners have in properties wholly 

J private. The issue which we have tendered seems to nave a certain 
earfulness that prevents anv definite joinder on their part. We know 
that existing property rignts depend upon existing laws. Rights 
which either a corporation or an individual has, to use and possess, 
can not be taken away or diminished by the passage of any new legis- 
lation. An attempt to circumscribe the rights which have oeen vested 
by legislative act would be prevented by the Constitution. If these 
corporations now enjoy any grants of rights or privileges which give 
them at the present time a property interest in these properties 
equivalent to their property investment accounts, they would seek 
the protection of the courts for the enjoyment of that right. They 
would not be asking Congress to grant it to them. 
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But while rights which have vested under past grants may not be 
diminished, they may be enlarged by present or future grants and 
the embodiment of any of these three plans in the written law would 
be equivalent to a legislative recognition of new rights not previously 
in existence, and would afford the basis for judicial enforcement of 
the claims now asserted but which are admittedly not supported by 
law. Any such extension of existing rights can only be made at the 
expense of the public interest, as the private interests would be 
expanded by sucn a grant and the public interests would be dimin- 
ished. It becomes necessary, then, to investigate % what this thing, 
the property investment account of these railways, really is. Whether 
or not it does represent money actually expended or represents a 
tremendous inflation of the actual investment at the expense of the 
public. 

Now, what is this "property investment account" of the railroads ? 
A few examples, out of many, will suffice, and these examples are taken 
from the record. 

In a succession of reports the Interstate Commerce Commission 
has cited the statements of property investment account made 
before it by the railroad companies during its invesstigations. Thus, 
in case No. 4914, relating to the transportation of anthracite coal, 
decided July 30, 1915, the commission refers to examinations made 
during previous hearings: 

The results of these examinations made during the hearings (5 Per Cent Case 31, 
Interstate Commerce Commission, 351) show that the statement of the Reading 
Railway property costs contained items aggregating $38,090,000, wliich represented 
operating deficits, bonus stock issued, arbitrary write-ups of railroad accounts, cost of 
securities which apparently had no value but were charged off to road accounts, and 
similar items which had been included in the book accounts of property costs, all of 
which inflated the cost of road and equipment as shown in carriers' books, but did not 
actually represent expenditures for road and equipment. 

The Pennsylvania Railroad had included in its "road account" 
cost of coal-producing lands, $1,642,149, on which no income had 
been received for several years, and bonus stock, $1,565,527; the 
Lackawanna had charged for bonus stock $426,355, discounts and 
commission on securities, $795,329; the Central Railway of New 
Jersey had arbitrarily written up cost of road, $2,757,643. The 
Interstate Commerce Commission says: 

The property costs as in 1913, here presented, total $2,023,076,827, of which $1,023, 
076,827 is representative of revised property accounts as deduced by carrier8 , books, 
and $1,000,000,000 of it represents unrevised property accounts. Even as to those 
two carriers — the Lehigh valley and Delaware & Hudson — which claimed to have 
extended the revison back to construction period books, the records were not exist- 
ent to enable them to get complete costs of property. 

The report goes on to say that the investment figures submitted in 
the several carriers 1 statements contained cost of considerable 
property that is "not devoted to public use"; that investments had 
Seen "made by the carriers in unproductive betterments." It adds: 

Now, to follow the theory of a stipulated annual return on all railway property: 
The Erie -Railroad has not revised its property accounts prior to the last receivership 
and reorganization of the Erie properties, in the year 1895. We have in another part 
of this report referred to the overcapitalization of the Erie lines. It seems pertinent 
to here point out that, based on the showing contained in the carriers' exhibits for the 
year 1913, the Erie's net operating income would have to be augmented to \he extent 
*f 42.80 per cent in order to make it sufficient to produce 6 per cent return on the 
roperty investment claimed, and the year 1913 was one of the prosperous years 
" e New York, Susquehanna & Western would require 162.07 per cent greater incom. 
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to reach the 6 per cent result in 1913. It is apparent that rates which would 
produce the 6 per cent result for the Susquehanna &. Western and the Ontario A 
Western would be absolutely extortionate. 

On the " property investment account " of the Ontario & Western 
the commission says: 

The evidence shows that $33,000,000 of the $58,000,000 stock which this carrier has 
outstanding represents the issue of securities in excess of the cost of its property, so 
ihat the 2 per cent annual dividend paid for the past 10 years was not indicative oi 
earnings on investment. 

Of the $58,000,000 outstanding, $33,000,000 was fictitious. 
The coimnission has something to say about the investments made 
by the coal-carrying roads : 

. Giving consideration to these matters and to the investments made by these carriers 
in the stocks and bonds of the coal companies, and the unsecured loans and advances 
they have extended to the coal companies, it is apparent that the capital borrowed by 
these carriers is not only the capital required for their transportation needs, but also 
the capital required to mine and market 80 per cent of the 70,000,000 tons of anthracite 
coal produced annually. 

Railroads that ought never to have been built were added to 
the property investment account of the coal-carrying companies. 
[Reading:] 

It is apparent that the Wyoming region was already adequately served by railway 
lines before the extension of the last two lines, the Ontario & Western, and the Susque- 
hanna & Western, into that region subsequent to 1890. * * * Under existing 
conditions the anthracite .tonnage is charged with the burden of earning an income on 
the investment in a large portion of two railway lines which were not required and 
which surely would not nave been constructed had proper conditions existed in the 
marketing of the commodity. 

A beautiful example of the benefits of competition. 
In case No. 9953, proposed increases in New England, decided 
April 16, 1918, the Interstate Commerce Commission says: 

It is impossible to deal with, or even superficially consider, the income needs and 
rights of the New Haven Railroad without becoming involved in the labyrinthine maze 
of its financial past. Its accounts are confused and confusing. (The New England 
Investigation, 27 I. C. C, 560, 590.) It is impossible to ascertain, within millions, the 
amount fo its railroad assets or of its real liabilities. It has so-called "contingent lia- 
bilities " or guarantees of over $80,000,000, about $37,000,000 of which are, as to a part 
of their accruing carrying cost, already a direct burden upon the New Haven. How 
great ihe ultimate burden on the New Haven stockholders from these indirect liabili- 
ties will prove to be, no one can safely prophesy. The amount and cost of its railroad 
property as distinguished from its nonrailroad property can not be stated. 

After citing from the financial investigation of the New Haven Rail- 
road (31 I. C. C, 32, 34) in order to show that the corporate structure 
and financial history of this railroad " shows that it now is and for 
some has been everything that a railroad ought not to be," the 
commission concludes : 

It is nearly accurate to say that the New Haven as an investment enterprise has 
now about $200,000,000 invested in outside properties yielding a return of less than 
2 per cent per annum. Manifestly, a large part of this "investment " must be charged 
on as loss. 

The representatives of the New Haven would have us ignore, or pass very lightly 
over, the return shown upon its property used for carrier purposes. They lay em- 
phasis upon the fact that its stockholders for four years have had no dividends; that 
the corporation is in grave danger of a receivership. They ask us, in substance, to make 
good to the investors all, or a large part, of the losses incurred in the reckless and law- 
less mismanagement above outlined by imposing additional rates upon the patrons 
of the road. This we can not do. Money thrown away, dishonestly or with wanton 
recklessness, or foolishly lost in nonrailroad enterprises, is not money put to publie 
use upon which the rate payers are bound in law and in conscience to make a return 
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With this repeated denial of liability of the public to make a return 
upon the property investment account by the duly authorized 
authorities, is it any wonder that they now appeal to the legislative 
body of the United States to give them the right to demand that 
return of the rate-fixing body and to say that the rate-fixing body, 
the Interstate Commerce Commission, must fix rates that will give 
a 6 per cent return upon the property investment account ? 

In the first report of the Interstate Commerce Commission con- 
cerning the "5 Per Cent case," it says (p. 364): 

The property investment of the 35 railway systems in official classification territory, 
as shown by their exhibits, aggregated about $3,787,000,000 on June 30, 1898. * * * 
The record does not disclose the actual investment in the property of those roads in 
1900 and we have already explained why their property investment accounts, par- 
ticularly prior to 1907, are unreliable. With this factor in doubt it follows that we 
have no conclusive means of determining whether the net operating return of 5.28 
per cent on the book value for that year was or was not a reasonable return upon the 
real investment. The same infirmity affects the statements covering the entire period 
1900 down to the present time. 

And the proponents by that plan would have ignored the question 
as to whether or not they are receiving a reasonable return upon their 
real investment, and, in order to support the credit of these corpora- 
tions, would have imposed upon the public the* obligation of paying 
a return upon that which the Interstate Commerce Commission con- 
sistently refused to recognize as the basis of any right which they 
possessed. 

Commissioner Clements, in his dissenting opinion in the "5 Per 
Cent case," 5860, decided December 16, 1914, said: 

The financial results of the carriers' operation, appearing and so much stressed in 
this case, are figured with important relation to the carriers' so-called "book value," 
or account of both actual and alleged investment, which accounts have long and 
generally been recognized as largely untrustworthy. 

Wherever "book value" is used here, it is synonomous with 
"property investment account," which is the account of both the 
actual and the alleged investment. [Continuing reading:] 

These financial results are of course affected directly and materially by the bonds 
and other obligations, however, and for whatever purpose issued. There is and has 
been no adequate control of the issuance of stocks and bonds, and they have been 
pat out largely by those holding the theory that there exists no relationship between 
the securities of a carrier and the reasonableness of its rates. Now, we see these 
securities calling for increased rates to make them good. 

And that is just as true to-day as it was in 1914 when Commissioner 
Clements made the pronouncement. 

In the majority report of the Interstate Commerce Commission 
on the same date these words appear: 

The property investment accounts as now standing on the books of the camera 
can not be accepted as accurately representing the fair value of their property devoted 
to serving the public. 

And vet any of the other plans proposed require that you shall 
define lair valuation by the measure of the property investment 
account, and confer upon these corporations a right which has 
always been denied them, an interest never granted, and which has 
been recognized throughout all the era of railroad construction as a 
right belonging to the public. 
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Mr. Denison. You do not include in your statement in reference 
to all of the bills before the committee one of the plans proposed, 
do you ? 

Mr. Plumb. There are three plans proposed that are not yet 
ripened into bills. You have already heard the supporters of the 
chamber of commerce plan, and I understand that the supporters 
of the Warfield plan are to follow up. Then, the railway executives' 
plan is yet to be heard. Now, all of these plans contemplate the 
recognition of the property investment account as the measure of 
value. 

Mr. Denison. These are the plans you had in mind when you said 
that all of the plans proposed tnat ? 

Mr. Plumb. All of the plans proposed except ours. 
, Mr. Denison. There is one bill before the committee, is there not, 
that you do not understand as doing that? 

Mr. Plumb. The Esch bill is a bill for amending the Interstate 
Commerce Commission, and is not a bill which even purports to 
determine these questions. 

Mr. Sims. You mean that it is a bill amending the interstate 
commerce law. 

Mr. Plumb. Certainly, the interstate commerce law, 

Mr. Montague. Do you propose to meet those criticisms by the 
elimination of any increased value by reason of a general increase in 
the value of surrounding property or of the value of contiguous 
property, or in the value of similar property in adjoining or contiguous 
territory? 

Mr. Plumb. No, sir; that is exactly what we do not propose to do. 

Mr. Montague. Do you propose to increase values by virtue of 
unearned increment ? 

Mr. Plumb. No, sir; we leave that question open for judicial 
determination, without any direction from Congress at all. 

Mr. Montague. I do not mean any direction from Congress, but I 
am referring to your bill. I understood you to say the other day 
that you eliminated as an item of valuation all unearned increment. 

Mr. Plumb. No, sir; let me repeat that again. 

Mr. Montague. I am glad to hear you say it, because you were 
certainly positive and emphatic in your assertion the other day. 

Mr. Plumb. I am positive and emphatic in mj statement that that 
is my conception of the law, but it is not a provision in this bill. 

Mr. Montague. What bill ? 

Mr. Plumb. The bill which I have presented. You can not find 
in the bill which I have submitted a single word that can be tortured 
or construed into a legislative direction as to how the courts shall 
ascertain value. 

Mr. Montague. I mean this, that in considering your plan, I asked 
you the other day if you did not eliminate unearned increment as an 
item in the valuation, and you answered affirmatively 

Mr. Plumb. I said that that was my construction of the law. 

Mr. Montague. I asked you if you did not also eliminate as an 
item of valuation reinvested excess profits ? 

Mr. Plumb. And again I said that that was my construction of the 
law, but it is not a provision of this bill. 

Mr. Montague. What law were you construing? 
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Mr. Plumb. I mean the written law of the United States as it 
exists to-day in statutes, in the Constitution, and in judicial pro- 
nouncement. 

Mr. Montague. I thought that the purpose of your bill was to 
meet these two evils 

Mr. Plumb (interposing). The purpose of my bill is to present to 
the courts rights actually as they exist to-day, so that we may before 
the courts present our contention without being precluded by a legis- 
lative grant which recognizes those rights. 

Mr. Montague. You think that this plan of yours would give you 
the opportunity to cut down, we will say, the $19,000,000,000 valua- 
tion ty deductions arising from the two items we have just been 
speaking of, and you would leave that for judicial consideration? 

Mr. Plumb. Yes, sir; to judicial consideration. 

Mr. Montague. You believe that the courts should construe it? 

Mr. Plumb. We think that the courts should construe and deter- 
mine that, and that there should be no new grants made that would 
{>revent that construction. In that way we leave the railroads just as 
ree to oppose our construction before the courts and to succeed, if 
they can do so, as we are. They are not concluded by anything con- 
tained in our bill. 

Mr. Montague. Under your plan, if you did not succeed in this 
reduction by virtue of those two items, then, the question of profits 
under your bill would be very largely modified ? 

Mr. Plumb. It would be modified to the extent that we failed to 
sustain our contention. 

Mr. Montague. You think that an accurate valuation is about 
ten or twelve billion dollars ? 

Mr. Plumb. I have no doubt of that. 

Mr. Montague. Would that difference arise largely irom those two 
items of valuation which you have mentioned ? 

Mr. Plumb. It will arise from three items: First, the issuance of 
securities which do not represent extensions;* second 

Mr. Montague (interposing). Unearned increment?^ 

Mr. Plumb. That would make four. Then, there is the element 
represented by the putting into the properties of moneys which the 
public have paid for service and which do not represent construction 
paid for by tne issuance of securities. Then, there is the capitalization 
of grants, gifts, and donations, and the applying to improvements or 
the reinvestment of excess profits. 

Mr. Montague. The reinvestment of excess profits? 

Mr. Plumb. Yes, sir. 
* Mr. Sims. And you are also excluding the duplication of capital 
issues? 

Mr. Plumb. Yes, sir; and I do not think there is any question 
about duplication, because I believe the railroads themselves con- 
cede that they can not claim double value or double rights because 
of the double issuance of securities. 

Mr. Sweet. The proposition in this matter, then, is that it is 
purely a fact for the courts to determine as to the value of the prop- 
erty and the compensation to be paid? 

Mr. Plumb. Absolutely, and whenever a legislative body attempts 
in any way to circumscribe that function which is delegated to the 
courts it exceeds its powers. 
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Mr. Sweet. Under the Constitution ? 

Mr. Plumb. Under the Constitution, and what we designate shall 
be taken for public use are those rights and interests which the cor- 
porations hold under their charters and which have accrued to them 
thereunder, or under the laws under which they operate. Now, if 
we have included in that definition all of the rignts which we are to 
acquire, anything which they can claim as a right within the law 
should be granted; but, as I interpret the decisions of our Supreme 
Court, from the Dartmouth College case down to the present time, 
no corporation can possess against the public interest any right, 
privilege, property interest, or interest of any kind that the public 
nave not granted to it. 

Mr. Sweet. Would you go a little further and say that Congress 
has no power under the Constitution to legislate so as to in any way 
modify that rule ? 

Mr. Plumb. Congress has no power to deprive the owners of those 
vested interests of one scintilla of the value of that which has been 
vested; but as the legislative body determines the public policy, 
it may make additional grants, winch, when vested, are protected 
by the same provision of the Constitution, and which the judicial 
branch of the Government can not take away or diminish by con- 
struction. 

Mr. Montague. Can Congress say what is vested and what is not 
vested ? 

Mr. Plumb. It can not as a judicial question; but Congress can 
adopt the decisions of the Supreme Court on any matter of law and 
legislate accordingly, adopting the courts' decision as being the law 
upon which Congress shall legislate, and when the courts nave said 
throughout all tune that a corporation can not claim against the 
public anything which the public has not granted to it, Congress is 
safe in adopting that as being the law upon which it bases its legis- 
lation; but it would be unsafe and unsound if it attempted to go 
further than that and say what rights had vested and what values 
should be ascertained. 

I had just quoted from the majority opinion of the Interstate 
Commerce Commission the following: 

The property investment accounts as now standing on the books of the carriers 
can not be accepted as accurately representing the bare value of their property devoted 
to serving the public. 

Thus the matter stands to-day. While the Interstate Commerce 
Commission has pointed out that the degree of inaccuracy in the 
"property investment account" of the carriers has been constantly 
diminishing since 1907, when its accounting rules were revised and 
became really effective, the record of "original costs to date," as 
supplied by tne books of the transportation companies, provides con- 
vincing evidence against the wisdom and all-suffioiency of private 
ownership and operation of the railways. It is this " property West- 
ment account" which the railroad executives and security holders 
would have expressly legalized and made the basis of guaranteeing 
profits to be charged upon the public of from 6 to 8 per cent. 

The constant tendency even in recent years to inflate the book 
value of property investment account is well illustrated by the Liter- 
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state Commerce Commission in its report on the Anthracite Coal 
case (25 I. C. C, p. 266 at p. 268-269), where the commission said: 

The property costs deduced from the old books of these carriers are not reliab] e. The 
fault is back of the books. This is well illustrated by the cost of construction on the 
Port Reading Railroad which the carriers' expert has ascertained from its books to 
have been $3,025,000. This railroad is of recent construction, being built in 1898. 
The commission's examiners found, by the review of the construction contracts and 
records, that the actual cost of constructing this railroad was $1,525,000 and that the 
book cost includes $1,500,000, representing a bonus payment in securities to the 
construction company. 

That again about parallels the Chicago cfc Alton case. [Contin- 
uing reading:] 

Such practices were so prevalent in railroad construction in former years that we 
must regard property costs deduced from the old books as very unreliable. 

And in even so recent a matter as the construction of the Pennsyl- 
vania terminal in New York City the commission found that the costs 
of the Pennsylvania terminal to date, June 30, 1913, had been 
$114,000,000, $47,000,000 of whioh are charged to profit and loss and 
to income; that is, its past surplus income has already contributed 
$47,000,000 to the cost of this property. 

In the Eastern Advance Rate case (20 I. C. C, 269) the commission 
said : 

The president of the Pennsylvania Railroad Co. testified that since 1887 his com- 

Sany had put in the Pennsylvania lines east of Pittsburgh $262,000,000 from earnings, 
luring all that time this company had also paid to the stock holders munificent 
dividends. Now to whom belongs these $262,000,000, a sum which according to the 
statistical report of the Pennsylvania Railroad Co. to this commission for the year 
ending June 30, 1910, equals nearly two-third of the total cost of construction of the 
2,123 miles owned by that company? 

Two-thirds, or far in excess of the scandalous Chicago & Alton, 
and all paid for by the public. 

Mr. Merritt. Out of earnings ? 

Mr. Plumb. Out of earnings. Again, in the Eastern Advance 
Rate case 

Mr. Merritt (interposing). You do not call that water, do you? 

Mr. Plumb. If securities are issued to balance it, it is water. 

Mr. Merritt. Suppose the earnings were paid out for dividends? 

Mr. Plumb. Then the rate would certainly have been reduced. 
They would not have been permitted to earn that fund. Had the 
public known that they were appropriating to private profit twice 

the rate of profit which the dividend represented 

m Mr. Merritt (interposing). If they had made the necessary exten- 
sions, they would have issued new securities for them in any event? 

Mr. Plumb. They would, but the public would not have been 
charged this amount in transportation. 

Mr. Merritt. They would issue the securities 

Mr. Plumb (interposing). The public would pay it once, but under 
that statement, they would be paying it twice. 

Again in the Eastern Advance Rate case (20 I. C. C, 305), the 
commission said: 

As previously noted, there is no testimony tending to show the cost of reproducing 
these properties. It is plain that a physical valuation would introduce into the con- 
clusion a new element which might lead to a different conclusion. 

That is, they thought that if they only had a physical valuation 
they would have something to go on that would be different from the 
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conclusions they could deduce from the property investment account 
and the securities then outstanding. 

Since this decision was handed down a physical valuation of the 
railways has been undertaken by the Interstate Commerce Commis- 
sion. It has served its final reports upon five railroads. The ob- 
jections to these reports have been heard and a final decision as to 
these five roads has been made. I submit herewith a tabulation of 
these five roads showing the combined investment account to be 
$177,031,508. The cost of reproduction, new, as of June 30, 1914, 
after deducting therefrom any amounts for depreciation is $89,821,- 
587 — a small fraction less than 50 per cent ox the property invest- 
ment account. This cost of reproduction new includes all of the 
unearned increment, the land, the increases in the price of labor and 
material, and does not purport to bo an account of the actual invest- 
ment, but merely what it would cost to reproduce these properties 
new as of June 30, 1914. These roads are the Texas Midland Railroad 
Co., the Atlanta, Birmingham & Atlantic Railway Co., the Kansas 
City & Southern, the E. J. & E., and the Winston-Salem southbound. 

These roads are taken at random from different sections of the 
country, Texas, Alabama, Illinois, Kansas City and to the Gulf, and 
the result of this preliminary examination shows almost exactly the 
state of facts shown by the disclosed investigations of the fictitious 
element in the property investment accounts. 

These five small companies, operating in all 1,880 miles of road, 
have been chosen at random from different parts of the country. 
None of them has ever been selected as an instance of corrupt man- 
agement. They are so small that extraordinary mismanagement 
would be hard to conceal. They can be considered typical American 
railroads. Yet while the books of these five roads show an invest- 
ment in road and equipment of $177,031,508, the Interstate Com- 
merce Commission finds that only $89,821,587 would be required to 
replace their entire holdings with new equipment and land purchased 
at its market value in 1914. 

In other words, these companies under any one of the plans pro- 
posed by the United States Chamber of Commerce, the railway 
executives, or the Warfield plan, would have the right to charge rates 
which would bring them returns on nearly double the amount nec- 
essary to replace all their properties, new, at the cost of land, equip- 
ment, and labor in 1914. 

The differences clearly indicated in the examinations made by the 
Interstate Commerce Commission into the property investment 
accounts of railways in the various rate proceedings and the report 
on these five railroads without the cost of reproduction, new, clearly 
indicate that the combined investment accounts of these various 
railways exceed, not only the living investment, but the cost of 
personally reproducing these companies by at least 100 per cent; and 
that the estimates that we have heretofore given of the amount of 
money actually contributed by security holders and placed in the 
hands of the public in the operation of these highways can not exceed 
in the aggregate $10,000,000. To allow the returns on this amount 
demanded by the railroad interests, which they figure at 6 per cent 
on $19,000,000,000, would be equivalent to an actual return of 12 
per cent on the actual investment. Twenty-two million citizens out 
of patriotism contributed not only from past savings but frequently 
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mortgaged their future earnings to supply their country with 
$20,000,000,000 of capital in aiding to prosecute the war. On this 
contribution they are assured a return of only 3£ to 4J per cent. If 
they now see the Government of that country which they love 
guaranteeing 6 per cent returns on 10 billions of fictitious securities 
representing no service to the public, or 12 per cent returns on 10 
billions of money actually contributed, thereby depreciating their 
securities, for which they paid par value, by 50 per cent, can you 
expect them to feel that their sacrifice has been warranted ? 

I want to call your attention now to the demands made by capital 
for the protection of its credit. 

Under the provisions of the chamber of commerce plan and the 
other plans, not only must the holders of these securities be guar- 
anteed a 6 per cent return on the property investment account, 
which is merely an equivalent of the par value of their securities, but 
to assure that constant flow on such return to these holders they 
demand the establishment of contingent and reserve funds to be 
created out of earnings equivalent to 12 per cent of the property 
investment account, this to make up any deficits in the actual 
retiirns received from operation. This they say is necessary — to 
invite new capital to enter the public service and to create a credit 
that will insure a ready and constant flow of capital to meet the 
requirements of this public service. I should like to make this 
illustration just as the former illustration was made at our last 
session to show the absurdity of such demands and not as a demand 
made by the employees. I want that clearly understood, because 
I dp not want to be misrepresented in saying that labor presents 
this demand to Congress. 

It is just as essential that the investment made by labor of its 
life, limbs, and efforts in this service should be made attractive: 
that provisions should be made guaranteeing a continuous flow oi 
wages to those who render the service, and providing a surplus or 
contingent fund to make good the power of the company to provide 
such wages and to attract such service in case earnings result 
in a deficit. To protect the laborer on the same basis demanded by 
the security owners would require the establishment of a reserve 
and contingent fund to keep up wages equivalent to throe timos that 
demanded by capital. To place the wage earner on the same basis 
as the security holder such reserve or contingent fund should amount 
to $3,600,000,000, with an appropriation of a billion and a half by the 
Government to start the fund. 

I noticed this morning in the Washington Post an able editorial 
in which it declared that labor was capital and capital was labor. 
If wo are to treat these two interests as boing equivalent to each 
other, they should secure like protection and like guaranties on the 
same basis and they must be treated in every investment with the 
dame security. 

If labor can not be attracted equally with capital, service lan- 
guishes. The public need fails to meet its requirements. The serv- 
ices of labor are just as essential as the service of capital, and with 
this difference, that labor can more easily leave the service than can 
capital. Money invested in the railway sorvico is porpetually 
dedicated to that service and can not be withdrawn. The holder of 
securities may sell his interests in the industry to another upon such 
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terms of loss or gain as the purchaser may dictate, but he can not 
withdraw without providing another investor to take his place. 
Labor, on the contrary, if it finds the employment unattractive can 
immediately withdraw without attempting to find another to serve 
in its stead. Logically, if we are to make the field attractive for the 
investment of labor, greater inducements must be offered than would 
be needed to attract capital. 

Gentlemen, that finishes my analysis of the bill. As a question 
of privilege, I was handed the other day by Congressman Webster a 
duplicate copy of the letter sent him by the Brotnerhood of Railway 
Carmen of America. The copy that I hold in my hand is not dated, 
and I should like to ask, if I might, when these letters were received i 

Mr. Webster. They have been coining to me, Mr. Plumb, from 
about March down to and including last week. They have not borne 
any date. They have just been put together in a file. Many of 
them have not been preserved. 1 have not presented to the com- 
mittee more than half of the letters that I have received. I regarded 
the letters of such a character as not entitled to an answer. They 
have continued to come and I have thrown them into the waste 
basket. I presented to the committee all that I had. I presented 
them just as they came to me. 

Mr. Plumb. Might I ask if you received a letter from Mr. Bard 
in connection with this communication under date of August 1 ? 

Mr. Webster. I have not. I received a resolution yesterday from 
a union of which Mr. Bard is an officer indorsing the Plumb plan, 
but I have received no communication from him with reference to 
the letters. 

Mr. Plumb. None of these letters in any way refers to the Plumb 
plan ? 

Mr. Webster. Not by name. 

Mr. Plumb. I had never seen this communication before and I 
had never heard of it. It was a surprise to me when it was sub- 
mitted, because I knew of no such movement. I did not notice 
that the letter lacked date, and I did not read it carefully. 

Mr. Webster. If you will look at the large number of letters that 
I have filed with the committee, you will see that none of them is 
dated. 

Mr. Plumb. None of them referred to the Plumb plan? 

Mr. Webster. Not by name. 

Mr. Plumb. If I might, I should like to introduce a telegram 
received from Mr. Bard, showing it to Congressman Webster first — 
I do not care to introduce it without his consent. 

The Chairman. Very well. 

Mr. Plumb. Then I should like to make a statement of the facts 
contained therein. 

Mr. Rayburn. Who is Mr. Bard ? 

Mr. Plumb. Mr Bard is the secretary of the labor organizations out 
at Spokane who seems to have been responsible for sending these 
letters. 

Mr. Webster (after examining telegram). I have not the slightest 
objection to the telegram being incorporated in the record. 

Mr. Plumb. Then, Mx. Chairman, I should like to offer this tele- 
gram. 

The Chairman. Verv well. 



RETURN OF THE RAILROADS TO PRIVATE OWNERSHIP. 749 

Mr. Plumb. The telegram is as follows [reading] : 

Glenn B. Plumb, 

Munsey Building, Washington, D. C. 

Press dispatches this morning 

Mr. Sims (interposing). What is the date of the telegram? 
Mr. Plumb. Oh, yes. This is dated August 9, 12 p. m. 
Mr. Sims. From where ? 
Mr. Plumb. Spokane, Wash. [Continues reading:] 

Press dispatches this morning indicate severe criticism Plumb plan account alleged 
propaganda mailed for Spokane to Senators, Congressmen of the State Washington. 
This will advise that carmen and clerk's letters were mailed long before your plan 
ad been considered by railroad crafts of this vicinity. Congressman Webster's trade 
locks like political camouflage to confuse the issue. The Plumb plan and not the 
action of a few members of organized labor is now under consideration. Contradict 
connection these letters with your plan. Ask Mr. Webster to read letter he received 
from this section dated August I concerning matter. 

Harry A. Bard, 
Secretary Railway Section. 

Mr. Webster. Mr. Chairman, at the time I referred to these threat- 
ening letters the Plumb plan had not been commented upon by you, 
Mr. rlumb, its author. I had said, the day before you appeared 
before this committee, that I did not intend to submit to coercive 
threats telling me what labor organizations intended to do to me 
individually in the event that I did not submit to their demands. 
When I made that statement this gentleman in the front row (indi- 
cating), whom I have since been told is Mr. Wills, asked the question 
from the audience, "Has anybody attempted to subject you to any 
such threats?" The day followirg that I was ill and did not appear 
at the committee. The next day I did appear, and in order to sub- 
stantiate my statement that an effort had been made by certain mem- 
bers of certain organizations which Mr. Stone and Mr. Morrison and 
you represent — by coercive threats to influence my action. I have 
never asserted any connection between those letters and the Plumb 
plan. 

Mr. Plumb. It is unfortunate that they were connected with the 
Plumb plan if there was no connection. 

Mr. Webster. They were unf ortunate in the effort made to intimi- 
date Members of Congress. 

Mr. Plumb. I do not believe that there has been any attempt at 
intimidation or coercion or threat made by anybody to compel sup- 
port of the Plumb plan. If so, I do not know it. If there had been 
such methods used heretofore it has not been a part of our plan and 
it has been done without our knowledge. 

Mr. Webster. The fact remains, however, that all of the letters 
received by me were written by meribers of organizations which you 
represent and in whose behalf you speak before this committee, 
namely, the railway carmen and the railway clerks. 

Mr. Plumb. As to the diplomacy of the phraseology employed in 
those letters there may be little doubt, but as to the right of the 
citizen to set forth his wish and his political beliefs to any representa- 
tive that he has sent to represent him in either branch of Congress, 
there can be no doubt, under our Constitution. 

Mr. Webster. May I interrupt you ? 

Mr. Plumb. Certainly. 
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Mr. Webster. I am not challenging the right of any voter, 
whether he is a member of a labor organization or not, to express 
himself at the polls as he is pleased to express himself; but I do deny 
the right of any individual or any organization to appear before an 
official who is engaged in the discharge of a public duty and to tell 
him what they propose to do to him in the event that he does not 
accede to their demands. That is a plain threat. 

Mr. Plumb. If he were a judge, occupying a judicial position, the 
Constitution prevents any attempt to influence his decision on matters 
affecting the application of the law to private rights, but if he is a 
legislative member the Constitution protects the right of every 
individual to tell him what he wants done and to tell him that he win 
not vote for him if he does not do it. 

Mr. Webster. I do not recognize that there is any distinction in 
principle between an attempt to affect the decision of court in a 
matter judicially pending before that tribunal and an attempt by 
the same methods to coerce the opinion and to prevent the untram- 
meled exercise of official duty by a member of a legislative body. If 
it is iniquitous to bring to bear upon a court such influence for the 
purpose of affecting its decision in the construction and application 
of laws it ought to be more reprehensible to attempt by resort to 
those means to influence those who make the very laws which the 
court is called upon to interpret and to apply, if there is any dis- 
tinction the distinction should be more strongly emphasized against 
improper influence in making laws than in the case of their interpreta- 
tion or application. I imagine that the reason it is resorted to in the 
one case and not in the other is because a pvison sentence awaits in 
the latter case while in the former it may be done with impunity. 

Mr. Plumb. In the other it may be done as a constitutional right 
guaranteed to every citizen. 

Mr. Webster. I deny the right of any citizen or any organization 
of citizens under the Constitution of the United States or the consti- 
tution of any State to attempt by threats to coerce the official action 
of any man charged with the responsibility of executing a public 
trust. 

Mr. Plumb. Then it is openly drawn and the issue is made. 

The Chairman. Have you concluded, Mr. Plumb ? 

Mr. Plumb. I have concluded, except this, at the close of Mr. 
Garret-son's statement I should like to present a written statement 
which I said I would have ready at the conclusion of my statement. 

The Chairman. I think Judge Sims wants to ask you some ques- 
tions as to the plan. 

Mr. Sims. No; I will refrain. 

The Chairman. Mr. Garretso*, we will first hear Mr. Haney, who 
has to leave, but Mr. Haney's statement will be put after yours, so 
that the presentation of the Plumb plan will be consecutive. 

Mr. Webster. Mr. Chairman, may I ask permission to make a 
part of the record the communication which 1 assume is referred to 
by Mr. Bard, addressed to me bearing date August 1, 1919, referred 
to in the telegram made a part of the record by Mr. Plumb ? 

The Chairman. Yes, sir; certainly. 

Mr. Webster. In this connection, Mr. Chairman, may I call the 
attention of the committee and of the public to these facts in con- 
nection with the question wliich has been presented as to the con* 
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nection between the threatening letters which I made a part of the 
hearings and the Plumb plan. The Plumb plan of Government 
ownership of railroads was placed before the public in concrete form 
as early as February, 1919. That this is true I cite pages 997 et seq., 
part 9 of the hearings before the Committee on Interstate Commerce 
of the United States Senate, February 7, 10, 11, and 12, 1919. That 
is the only concrete form of Government ownership with which I am 
familiar or to which my attention has been directed. 

I did not become a Member of Congress until March 4, 1919. 
Each and every one of the letters filed by me with thd committee has 
been received since I became a Member of Congress. Most of them 
are addressed to me as a Member of Congress. AH of them are from* 
members of two railway brotherhoods, namely the Brotherhood of 
Railway Carmen and the Brotherhood of Railway Clerks, of which 
organizations Mr. Plumb then was and now is the general counsel. 
Each of those letters refers specifically to the Government ownership 
and control of railroads ana lends its indorsement. Each of those 
organizations is now sponsor of the plan before this committee. The 
committee and the public can make their own deductions and draw 
their own conclusions. 

The Chairman. Do you want to read the letter, Mr. Webster ? 

Mr. Webster. The letter to which I have referred from Mr. Bard 
is as follows: 

Affiliated Railway Crafts, Spokane, Wash. 

There is much other printed date or memoranda which I will not 
read. 

August 1, 1919. 
Hon. J. Stanley Webster, 

Washington, D. C. 

Dear Sir: The railroad section of the central labor council of this city has unani- 
mously indorsed the Plumb plan of Government ownership and operation of the 
railroads. 

We believe that such a plan of handling the railroads would be fair to all and that in 
a short space of years transportation would be available to the people at cost. 

It is earnestly hoped that you may be able to give this plan your support when it is 
presented to Congress. If this does not meet with your approval would you be so 
good as to advise the undersigned just what sort of a plan you believe is the proper 
procedure for the railroads. 
Yours, respectfully, 

Harry A. Barb, Secretary. 

This letter bears the seal of the Affiliated Railway Crafts. 

May I be permitted to add that this letter reached me in yesterday 
(Sunday's) mail, and that this has been the first meeting of the com- 
mittee since the letter came to my desk. 

STATEMENT OF MR. A. B. GARRETSON, EX-PRESIDENT OF 
ORDER OF RAILWAY CONDUCTORS, CEDAR RAPIDS, IOWA. 

The Chairman. Mr. Garretson, the committee would be glad to 
hear you now. Give your name and address, and whom you 
represent. 

Mr. Garretson. For the purposes of the record, A. B. Garretson, 
Cedar Rapids, Iowa, formerly president of the Order of Railway 
Conductors, appearing on behan of the Brotherhood of Locomotive 
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Engineers, the Brotherhood of Locomotive Firemen and Enginemen, 
the Order of Railway Conductors, the Brotherhood of Railway 
Trainmen, the International Association of Machinists, the Interna- 
tional Brotherhood of Blacksmiths and Helpers, the International 
Brotherhood of Boilermakers, Iron Shipbuilders and Helpers of 
Amercia, the Amalgamated Sheet Metal Workers, International 
Alliance, International Brotherhood of Electrical Workers, Brother- 
hood of Railroad Car Men of America, Brotherhood of Railway 
Clerks, Freight Handlers and Station Employees, Switchmen's 
Union of North America, Order of Railroad Telegraphers, and 
United Brotherhood of Maintenance of Way Employees, and Rail- 
way Shop Laborers; ten of those organizations being affiliated with 
the American Federation of Labor, and what is known as the four 
railroad brotherhoods not affiliated therewith. 

The Chairman. Do you desire to make a statement without inter- 
ruption by interrogatories ? 

Mr. Garretson. Mr. Chairman, I depart from the ordinary method 
in that. I should be very glad, indeed, whenever a matter is pre- 
sented upon which members of the committee desire to question 
that, instead of making notes thereof, they will propound the ques- 
tion at the time it is fresh in their minds, and the question will prob- 
ably be germane to the subject and it will probably all be corelated 
in that way more closely than if inquiries follow the conclusions, 
and it won't interfere with my line of thought in any degree whatever. 

The Chairman. If you wisn it that way, we will accommodate you. 

Mr. Garretson. I shall be very glad to have it that way. 

It is very possible that my angle of approach to this question is 
somewhat different to that of any man who has appeared on behalf 
of the Plumb plan, or the Plumb plan bill. The years which I have 
engaged with the labor union pursuits are more than most men have 
engaged in such pursuits, and owing to the fact that I was chosen by 
labor interests as a member of a Federal commission appointed to 
investigate the causes underlying industrial unrest, it is very possible 
that the experience growing out of the service on that commission 
widened the horizon within which I viewed many of the questions 
that prior to that time I had possibly approached only from the angle 
of labor interests, because no man could enjoy the comprehensive 
view of the entire labor situation in this country, including the rela- 
tion of employer and employee, to the extent that it was considered 
by that commission without having what might be termed pre- 
conceived vie " changed to a very considerable degree and modified 
by the general ^ Hitioh which he found to exist, more especially if 
the opinions held p iOr to that time had been formed solely on ex- 
perience with one branch of labor, and that a rather segregated one 
from other pursuits — that is, the railway service. 

Growing out of it, I think I conceived a wider view of the relation 
of the laboring man to the public than I had at any time before that 
entertained. 

The march of events within the past year or two years has been so 
rapid that there has been a kaleidoscopic change in the aspect of many 
questions. I would have said two years ago that the adoption of a 
plan whereby nationalization of railways — and right there let me 
draw your attention to this. In the use of the phrase u nationaliza- 
tion of railways" or "socialization of railways" or "democratization 
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of railways " they are almost used synonomously, possibly with some 
different shade of meaning, but with the general intent possibly of 
all three terms the same, and they are often used interchangeably 
with such reservation as the personal opinion of the person using them 
may attach thereto. 

But I woydd have said that the nationalization of railways was a 
basic and primal* question, but with the march of events referred to, 
it has only become one of many factors which enter into a still 

greater question — to use a much abused phrase "the high cost of 
ving" — ^because transportation is only one of the great factors 
entering into the whole problem of distribution, and cost of living is 
largely dependent upon the cost of distribution. Therefore, to me, 
the question of correcting the higher cost of those things which all 
men must purchase — and you wffl bear in mind there is no man in 
the Republic who is free from this burden of high cost of living in 

freater or lesser degree — the element of our population which pro- 
uces breadstuff s does not suffer for its breadstuffs in the same degree 
that those who have to purchase it do. But for ail of the other 
products which enter into daily life, the producer of breadstuffs is 
just as much subject to the inexorable law of high cost — inexorable as 
it now exists— as is any other citizen. The man who betters his 
wage and who probablv thereby adds a certain amount to this high 
cost of living, presumably, has the reaction upon himself of suffering 
from the very betterment which he was able to secure for himself. 
Consequently there is no man who escapes the hardships that come 
from what most men believe is an unreasonable price for the com- 
modities which families must have. 

It has been teld as the function of a government that it shall 
conserve and further the interests of those governed to the greatest 
extent, and it is only in the carrying out of the idea of the protection 
of the rights of the individual that government exists. Primarily 
government exists only for the benefit of the governed and not for 
the benefit of the governing. The governing are only an incident 
to the object to be attained. The mechanics necessary to secure the 
desired result. 

Then arises the question, what are the proper functions of that 
government? Is it to conserve and further the interests of every 
one of the citizens, or is it to allow a large portion of that citizenship 
to be exploited by another group ? If tne proper function of govern- 
ment is to protect each and every one of those interests which are 
bis, to further the happiness and the prosperity of each and every 
man, then it becomes a legitimate function of government to see 
that every man secures that which he requires at a price that is 
within his means to procure, and that no portion of the community 
shall be allowed to exploit and get undue profit at the expense of 
other members thereof. 

If a government fails to perform. this function, there are minions 
of its citizens who believe tnat it has failed to function properly as a 
government, and when enough of them arrive at the conclusion that 
a remedy should be provided, it will be provided. That contains no 
forecast as to the means by which it may be done. 

The correction of evils has followed many routes within the history 
of mankind. It has been done by moral suasion. It has been done 
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by philosophic reasoning, it has been done by the exercise of force, 
but within the history of mankind force has seldom been resorted 
to until all reasonable means have been exhausted for attaining tlie 
object desired. 

Congress exists in its capacity of mouthpiece or the channel of 
expression of the great body of the people. It is the machine neces- 
sary to transmute mto law that which is properly desired by the body 
of the citizenship. If Congress acts in accord with the will of that 
population, or that portion of it which they represent, in accord with. 
the constitution of the country, then it becomes a fair conclusion 
that the Government is functioning properly. 

But as long as men labor under the charges with which they are 
now burdened for the necessaries of life, it will be indeed difficult 
to convince the men so laboring that all means have been exhausted 
until measures have been at least tried for the reduction of those 
burdens under which men do so labor. 

And I am one of those who believes that the public has the right, 
or anj individual member of it has the right, to insist and demand 
intelligent, earnest, and fairly immediate action looking to the allevia- 
tion of those things. 

The whole thing that is involved in the question of the high cost of 
living is this, that every man has a right to expect that those things 
which he of necessity must have should come to him at a reasonable 
price for the cost of production, plus the actual cost of transportation 
to where the consumer is located. From my standpoint, there is 
neither logic nor right in a profit on transportation. Transportation 
is literally and rightfully a function of government, and it can only 
be carried forward by the nationalization of the means of transporta- 
tion, and the placing of that transportation at the service of the 
people at actual cost. 

The Chairman. You did not believe that prior to 1912? 

Mr. Garretson. Mr. Chairman, a wise man changes his opinion, a 
fool never. 

The Chairman. I do not blame you for doing that, but as I recol- 
lect your testimony before the Senate committee, you said that you 
advocated private ownership up to 1912. 

Mr. Garretson. Up to 1910, Mr. Chairman. I cited a date when 
I stated a certain thing. 

The Chairman. Well, in 1912 you made an address in New York 
City before the American Economic Association. 

Mr. Garretson. That was it. 

The Chairman. And then stated you changed your view. 

Mr. Garretson. Yes. Up to that time — this is in the explanatory- 
sense — up to 1910 I was an absolute believer in private ownership of 
all property, and it is worthy of insertion here, possibly, what produced 
the change in opinion, because it is a change which must come to 
most thinking men if they follow the same line of investigation which 
I have followed. Of necessity my position has brought me into 
very close contact with the Interstate Commerce Commission on 
very many occasions, and consecutively for a long number of years, 
being an ardent believer in regulation, when I traced regulation to 
the state where, under existing conditions, it wrote a deficit into a 
railway account by that regulation, then I was confronted with this 
problem: Who should assume responsibility for the deficit? If 
Government regulation of rates caused the deficit, was not the 
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Government responsible for the deficit ? And if Government rate 
regulation resulted in a deficit on one line and they accepted 
responsibility therefor, if that rate regulation produced a surplus 
on another fine, by the same line of reasoning was the Government 
not entitled to the excess profits under that rate which they had 
prescribed, for the purpose of reimbursing them for the deficit else- 
where ? 

A difficult problem was presented to me, as to what was the lesser 
of two evils — not the greatest good, but merely which is the lesser 
of two evils while you are in a transitory stage. Then I accepted 
Government ownership as the least evil by whicn that state of affairs 
can be corrected, because any man with practical knowledge of the 
operation of railways in this country, ana with a knowledge of the- 
system of rate basing, knows that a regulated rate applied on any 
two railways on this continent can never produce the same results. 

To a man that lacks practical knowledge the mere citation of two 
lines of railway between two given points — for common points is 
the very essence of rate making; all rates are based between common 

goints. - For instance, from New York to Chicago, the Pennsylvania 
Railway, with its 800 miles between New York and Chicago, is 
allowed to charge a certain rate per 100 pounds. Between New 
York and Chicago what can the Erie Railway, with nearly 200 miles 
more mileage do on the same rate ? It has to transport the freight 
the same distance and provide 200 miles more trackage, with its 
consequent fixed charge and maintenance and operation charge, 
including the mileage rate paid to all trainmen,, the added number 
of station agents, section men, of all characters, and it must reim- 
burse itself from the same amount of service revenue. Theire can 
be no equality between two lines under the same rate under those 
conditions, and those are the conditions which exist between every 
so-called competitive line on the continent. 

When confronted with those difficulties, the practical man, with 
knowledge thereof, must look further afield for a solution than 
Government regulation. It is an utter impossibility for the Gov- 
ernment to go into the question of the adjustment of rates, as between 
these various properties, when you take into consideration there are 
nearly 3,000 railway corporations on the continent. Gabriel would 
make the last entry, after he laid down his horn, in the effort to 
readjust these rates as between so many properties. It would be a 
business impossibility to do it. Therefore there only comes one 
solution, and that is whereby the Government, taking over all 
properties, falls heir to all the weaknesses and all the strengths that 
exist in a situation of this character. To use a phrase that a certain 
class of society indulges in: Throw it all into a jackpot and then 
it adjusts itself, because while the doctrine of common points remains 
the profits and losses adjust themselves to each other, no matter 
how wide the ramifications of the systems affected, and no matter 
what the mileage or topographical conditions may be. 

I have heard of another solution — I have dealt with this problem 
30 years — but I have always been against it in the wage fixing on 
that road, because all tram and engine service and wage at the 
present time is founded on the mileage basis, precisely as tickets 
are sold on that basis and as freight is moved on the same basis for 
short distances, not between common points. 
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The very foundation of the whole railway structure is the mile, 
and in an effort to evade the difficulties with which they were con- 
fronted in the early days of transformation from the monthly system 
to the mileage system, the longer lines of railway always introduced 
this question of making rates as between common points, regardless 
of distance. It furnishes the only practical plan by which a solution 
of that question may be had, and it is one of the many factors which 
justify the nationalization of the lines; it inures to the benefit, not 
only of the great public, but it inures to the benefit of the men who 
serve and the men who are served. 

Mr. Denison. Is not your theory biased upon the premise that the 
earnings on the capital invested in one road should be the same as 
the earnings on the capital invested in another? 

Mr. Garretson. Let me draw your attention to another condi- 
tion, and I will state it from the two railways I just illustrated, with 
respect to distances. The Erie Railroad, with a capitalization one- 
third greater than the Pennsylvania — in fact, it is a little more than 
that— -how can that road earn on its capitalization, handicapped by 
the other peculiarities — but if they were even as to mileage, how 
could it earn as much return on its capitalization, except by the 
movement of a greater volume of traffic tnan the other roaa enjoyed ? 
In fact, the conditions are just reversed, and the Pennsylvania hauls 
a far greater volume of traffic than the Erie Railroad. The Erie Rail- 
road is an excellent earning property, but it is a beggar's proposition 
as a dividend-paying property. There is the problem of unequal 
capitalization. 

Mr. Denison. But, assuming that the capitalization of the rail- 
roads should be properly adjusted, according to valuations, could not 
there be a rate structure so fixed, as you indicate in this bill, allowing 
one road to earn more than the other 

Mr. Garretson. There you go right back to the question of the 
3,000 corporations. There is something less than 3,000 and largely in 
excess of 2,000. It would take the relation of each one of these to all 
the others to determine what would be an equitable rate for that road, 
a multiplicity of rates in which the shipper would go to the road 
having the lowest rate, and the one that you intended to serve would 
absolutely injured thereby. There is where the difficulty lies. 

You must bear in mind that I am not presenting a theory, Mr. 
Congressman, but I am presenting facts; and there is no interest 
which will attempt to deny that statement of facts. It is an existing 
condition that everybody knows of. He who runs may read that. 

Mr. Merritt. I understood you to say, Mr. Garretson, that your 
view was that transportation should be furnished at cost ? 

Mr. Garretson. Absolutely so. 

Mr. Merritt. That, I take it, must be advantageous to the public, 
and, of course, under the arrangement that you suggest you think 
the cost would be lower than under any other arrangement ? 

Mr. Garretson. I am absolutely of that opinion that it would, be- 
cause the element of profit is elimmated. 

Mr. Merritt. What the public is interested in is getting the lowest 
price for its transportation. Is not that right ? 

Mr. Garretson. The public is interested in getting its transporta- 
tion at the lowestpossible price 

Mr. Merritt. Tnat is it. 
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Mr. Garretson (continuing). Consistent with reasonable service. 

Mr. Merritt. I agree. We are as one on that. 

Mr. Garretson. Yes. 

Mr. Merritt. Now, in substituting one system for the other, you 
can demonstrate, of course, that your system will produce transpor- 
tation at the lowest cost consistent with reasonable service. 

Mr. Garretson. As to demonstration, Mr. Congressman, this is 
true: Demonstration can only be made from a series of facts which 
have been developed. No conjectural plan can be absolutely dem- 
onstrated, except by evidence which tends to show that it would 
work out the result that is claimed for it. The difference between 
knowledge and belief is that if you have knowledge you are able to 
demonstrate that fact; if you have belief, you are not able to furnish 
conclusive proof thereof; and no new thing can be absolutely proven 
by rule and line. 

Mr. Merritt. If it should appear that Government ownership, so 
far as it had been tried in other parts of the world, has not produced 
as low rates of freight and as satisfactory service as has been produced 
in this cpuntry under private ownership, do you not think that would 
be an important factor ? 

Mr. Garretson. That would be one factor; yes; but you would 
have to take into consideration the conditions under which that 
higher rate had been obtained. For instance, if you will take the 
Continental system, that has been operated for profit to the Govern- 
ment; and if you will take the Australasian system, that has not been 
operated for profit to the Government. There is a difference between 
two systems of governmental operation. 

The Chairman. How about the Intercolonial of Canada ? 

Mr. Garretson. The Intercolonial of Canada has been run for a 
great' many years as an undesirable political asset. 

The Chairman. With a deficit ? 

Mr. Garretson. But, notwithstanding that, within the past 
year the Canadian Government has taken over and has in its posses- 
sion a large majority of Canadian mileage to-day. 

The Chairman. That is due to the work of a commission; of which 
Mr. Acworth, of England, was the head, and Mr. Smith, president of the 
New York Central, was a member. 

Mr. Garretson. Yes; he was. 

The Chairman. They recommended to the Canadian Parliament 
that they take over all of these Canadian lines because of the tre- 
mendous amount that the Canadian Government had invested in 
them and the fact that they were not paying. 

Mr. Garretson. There you have exactly the point — they were not 
paying in the sense of a private investment, but a large portion of the 
securities of some of them were guaranteed by the Canadian Govern- 
ment. Regardless of what the impelling purpose might have been, 
the fact remained that the Intercolonial for years 

The Chairman. Fifty years. 

Mr. Garretson. Bear in mind that for 25 of those years I have 
been reasonably familiar with the methods of its operation, which 
were purely political— with a minister of railways; and I have also 
been reasonably familiar with the operation of the other properties, 
and the result that was obtained therefrom, when you go down and 
consider the majority of the lines taken over, there was no more 
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chance for those roads to be successful and dividend payers than 
there was for our western extension roads to be for the first 10 years 
of their existence, because they penetrated a country very sparsely 
settled and so limited in its products that it was necessary to settle 
the country and secure a certain density of population before a 
volume of business could be produced there that would yield a 
revenue that left any appreciable margin beyond operating expenses. 

And under the Government system of operation, if it is adminis- 
tered exactly on a par, we will say, with their postal system, or with 
ours, then under tne direct Government admmistration, if it yields 
its operating expense and a reasonable margin beyond that, it will 
be in far better position than if, in addition to that, it had to make 
an effort to pay dividends upon the capital said to be invested therein. 

The Chairman. I beg your pardon, Mr. Merritt. 

Mr. Merritt. I had concluded, Mr. Chairman. 

Mr. Denison. Now, Mr. Garretson, we start out with a proposition 
that the Government has no capital. It takes capital to own a 
Tailroad. Now, the only way the Government can get the capital 
to own a railroad is by borrowing it or taking it from the people, 
without borrowing it, through taxation. Is that true? 

Mr. Garretson. Yes, sir. 

Mr. Denison. Which way do you think the Government ought 
to get it ? 

Mr. Garretson. Take the premise that you laid down, Mr. Denison, 
and if the Government has not the capital for these things, the 
Government is in exactly the position where the original railway 
promoters were. Bear in mind that I lived in and grew up in the 
railway promotion country, and the average man who promoted what 
are known to-day as our transcontinental lines, did not have a dollar, 
and never did put a dollar in them. Those men did just what we 
say the Government should do. They should issue bonds and sell 
them to others. Ordinarily, they traded them to the contractor 
for building a certain amount of road. 

Mr. Denison. Of course I do not know anything about those days 
of speculation. I am speaking of an abstract principle now, and the 
Government has no capital. 

Mr. Garretson. The Government has got what many other finan- 
cial institutions possess in large degree ; that is some capital, and the 
Government, unlimited credit. 

Mr. Denison. Your theory is that the Government should issue 
bonds ? 

Mr. Garretson. It should. 

Mr. Denison. In other words, the Government should borrow the 
money to own the roads ? 

Mr. Garretson. Yes ; and give its promissory notes therefor. 

Mr. Denison. The. Government should pay something for that 
money, should it not ? 

Mr. Garretson. I beg your pardon. 

Mr. Denison. Should not the Government pay something for that 
money ? 

Mr. Garretson. It should pay for that money precisely what it 
pays for other money that it needs. 

Mr. Denison. And would you call that interest, that the Govern- 
ment has to pay on the investment profits ? 
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Mr. Garretson. I would call that a fixed charge. 

Mr. Denison. Would it be profit ? 

Mr. Garretson. It would not. 

Mr. Denison. You distinguish between an interest charge and a 
profit charge ? 

Mr. Garretson. I would. 

Mr. Denison. There can be no profit on the bonds, then ? 

Mr. Garretson. The profit on the bonds is a fixed rate, the return 
of the money loaned. Now, I might be at variance with this system 
of interest, but that does not change the fact that that is the usage of 
the present day that if you borrow funds you pay interest for the 
use of the funds. There are only two forms of security which the 
world has largely followed, the old syncretic mortgage form, which is 
as old as the institutions of man, whereby a i ' use ' ' was at once delivered 
of the thing mortgaged in lieu of interest: That was before interest 
was established, in the later days, a man borrowing gave a mortgage 
and retained possession and use of the thing mortgaged, ana he 

gays interest for the use of the money for which the property, which 
e keeps and uses, stands as security. That being the case, the 
Government does exactly what the individuals do between each other; 
it gives its obligation for the amount borrowed and agrees to pay a 
certain amount of interest for the use thereof. There I would simply 
follow ordinary usage. 

Mr. Denison. Ii individuals could furnish capital to run the 
railroads for the same rate of interest that the Government could, do 
you think that would be satisfactory? 

Mr. Garretson. It would not. 

Mr. Denison. Why? 

Mr. Garretson. Because that leaves the control where it is, and 
we want the control to go with ownership and possession. 

Mr. Denison. Now, do you ? 

Mr. Garretson. I do. 

Mr. Denison. This bill does not provide for Government control, 
does it ? 

Mr. Garretson. It requires that the Government have supreme 
control of it, own it, and then it exercises that control by delegating 
the operation thereof to another corporation, but not for profit. 

Mr. Denison. Now, don't vou think, if the Government is going to 
own the roads and furnish all the capital, the Government ought to 
run them ? 

Jfr. Garretson. I do not. 

Mr. Denison. Why ? 

Mr. Garretson. For the very simple reason that I believe it can 
be more efficiently done under the method presented in the Plumb 
bill. You must bear in mind that some men have sympathy with 
the attainment of these things, and some men have not. 1 have 
spent a business lifetime contending for the right of every man to 
have a voice in the conditions under which he should serve and the 
wage which he will receive. 

Mr. Denison. I agree with that. 

Mr. Garretson. And I hold a second belief — but I will not ask 
you whether you agree with this or not — that he not only has the 
right to a voice in the two things that I have named, but he has a 
right to a voice in the disposition of the profits from the enterprise 
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commensurate in degree to the amount of energy, time, and effort 
that he puts into the accumulation of that result. 

Mr. Denison. And the ability? 

Mr. Garretson. And ability. Let me call your attention to this 
fact: The organization that I represent has contracts with nearly 300 
railways covering wages and service of conductors. Each and every 
one of those contracts recites the word that you have named as one 
of the conditions of promotion. That is how thoroughly we recognize 
that. 

Mr. Denison. I was wondering if all the bank clerks, for instance, 
in the country wanted the same plan applied to the banks, what you 
would think about that? 

Mr. Garretson. Now, do not mistake my answer in this, Congress- 
man. 

Mr. Denison. I will try not to. 

Mr. Garretson. The rlumb bill, in its entirety, provides only for 
one industry. You have heard Mr. Plumb describe the limitations 
where tHat bill would properly apply in his concept of it. 

Mr. Denison. Yes. 

Mr. Garretson. I will give this as my own personal opinion, 
and I bind no other living human to it, and, because of the different 
railroad interests that I represent here, I desire to commit no man to a 
thing to which he has not authorized me to commit him; but per- 
sonally I believe this: That there is not an industry on the face of the 
earth in which the men who serve it are not entitled to be heard in 
regard to its conduct, and if the principle were more widely f ollowed, 
further and greater benefits in all directions would accrue. I say that 
too, as a banker. 

Mr. Montague. Would you say that also in respect of ownership ? 

Mr. Garretson. I beg your pardon. 

Mr. Montague. You say they are entitled to be heard with regard 
to the conduct of the industry. Would you say that in respect of 
ownership as well ? 

Mr. Garretson. I had not carried my beliefs in regard to owner- 
ship in any degree into the financial realm. I am only dealing with 
the problem of the man who works with his hands directly, and the 
things that I stated in regard to it are usually limited to that class of 
man. If there is a class of men on the face of the earth that are 
entitled to more consideration than they receive, it is the bank clerks 
of the country. 

Mr. Montague. They do not receive as much as the railroad men, 
do they ? 

Mr. Garretson. They do not receive as much as anybody. There 
is no irony in that. I say it from the standpoint of a man who sits 
on a bank directory, and I raised so much trouble on that directory 
over the question of wages for the bank clerks that there are days 
when they want to throw me out. 

Mr. Cooper. May I ask a question, Mr. Chairman ? 

The Chairman. Yes; Mr. Cooper. 

Mr. Cooper. A few moments ago you said that the Canadian 
railways had been controlled by politics to some extent. 

Mr. Garretson Yes, sir. 

Mr. Cooper. I want to ask you this question, because I believe in 
your intelligence on this great question: Do you believe it is possible 
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for the Government to operate the railroads without politics entering 
into it? 

Mr. Garretson. Not directly, but only through such a corporation, 
or something similar to that, as we propose. 

Mr. Cooper. Do you know of any Government institution that we 
have to-day under our form of government that operates without 
politics entering into it? 

Mr. Garretson. The only one I know of is the Interstate Com- 
merce Commission. I believe it is as near being absolutely free from 
politics as a human institution can be. 

Mr. Denison. Do you thmk it would be better for the Government 
to organize a large corporation and let that corporation run the Post 
Office Department ? 

Mr. Garretson. I will say this to you : That a corporation formed 
along; the lines embodied in the Plumb plan, in my opinion, would 
add largely to both the economy and efficiency. I say this in no sense 
of a criticism of the Post Office Department, as it has existed for 50 

?ears, because I am not taking one period or another; what I mean 
y that is that concealed behind that is no criticism of the present 
management of the Post Office Department. I may have some, but 
I am not voicing it in that opinion. 

Mr. Sims. Before you get away from the question of capitalization 
and the borrowing of money I want to call your attention to these 
two points: That the stocks of corporations are subject to taxation, 
as is also the property mortgaged for securing bonds, both ad valorem 
and income, direct and indirect. Is not that true ? 
a Mr. Garretson. That is true in regard, I think, to Federal taxa- 
tion largely, but in some States I think there is an exemption with 
respect to stocks. 
* Mr. Sims. That is by State legislation ? 

Mr. Garretson. Yes, sir. Your statement is correct with regard 
to Federal taxation. 

Mr. Sims. But the State has power to tax, if it so elects ? 

Mr. Garretson. Undoubtedly. 

Mr. Sims. I gathered this as being a question in Mr. Denison's mind, 
and that is why I call your attention to it. Now, the Government 
can exempt the bonds it sells for railroad purposes from all taxation 
by any taxing power on earth ? 

Mr. Garretson. It can. 

Mr. Sims. It can refrain from taxing itself and prevent anybody 
else from doing so ? 

Mr. Garretson. Yes. 

Mr. Sims. Can it not also prevent any taxation, by any taxing 
power on earth, on the property after it is acquired ? 

Mr. Garretson. Now, you will bear in mind that I hire a lawyer 
to answer that kind of a question, as a rule, but I have had a certain 
amount of law injected hypodermically in me by the courts. That 
is, when I would not swallow it, they gave it to me in that Way. I am 
under the impression that Government property, in its present 
status, is absolutely nontaxable in any way. 

Mr. Sims. The Federal Government being a supreme soveriegnty. 
it can only be taxed by its own consent ? 

Mr. Garretson. It is the fountain of power. 
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Mr. Sims. Yes. Therefore, the Government can, to that extent, 
give an advantage to these bonds — I mean a market advantage — that 
no other power could give, except a State, which would give it in so 
far as municipalities and State made corporations go. 

Mr. Garretson. I would accept that with just this amendment: 
"Market or investment value." 

Mr. Sims. Market or investment value; that is what I had reference 
to. If the bonds are put on the market, when you come to market 
the bonds the Government sells them for what it can get, the States 
sell their bonds for what they can get, and the railroads sell them for 
what they can get. 

Mr. Garretson. The investment value of Government bonds rests 
very largely in their freedom from taxation. 

Mr. Sims. To-day we see the first issue of Liberty bonds, which 
bore a rate of interest of only 3£ per cent, nontaxable 

Mr. Garretson. Exempt from all taxation. 

Mr. Sims. Yes. They are bringing in the market par or prac- 
tically par, while bonds of less limit, in time, but with less tax 
exemption, bearing a rate of 4 J per cent interest, are at a discount 
bonds of the same Government, showing that the exemption from 
taxation, so far as investment securities are concerned, is so highly 
desirable that the full amount of what the bonds will amount to 
during their life, including interest, is less desirable than a bond 
exempted from taxation. Taxation may be at any time increased by 
the taxing power. Is not that so ? 

Mr. Garretson. It is; subject to such limitation as State consti- 
tutions may impose. 

Mr. Sims. But, with regard to the Federal power 

Mr. Garretson. Oh, you are talking about the Federal power? 

Mr. Sims. Yes. 

Mr. Garretson. I am of the opinion it can be increased at any 
time where there is no constitutional limit thereto. 

Mr. Sims. Take a 6 per cent tyrnd, if there should be such a thing, 
of a railroad company placed upon the market. It is subject to 
State taxation, Federal taxation, municipal taxation, and taxation 
along the line of surtaxation, income taxation, increasing with the 
volume of income, and a railroad bond of the most solvent company, 
being liable to all this form of taxation, both as to principal and in- 
come, a graded income tax, an excess profits tax, and a surtax, is 
placed in such position that no man will give as much for it as he 
will for a low interest-bearing bond that can not be reached in this 
way. 

Mr. Garretson. It will always be at a full disadvatnage wherever 
held in amounts that produce income, under the provisions of the 
income tax. It will not operate against it in the same degree when 
held in very small amounts. 

Mr. Sims. Then it would be a great economical advantage to an 
investor in railroad property to have the ability to buy bonds and 
give them in exchange to the Owner of stocks, subject to such taxa- 
tion, those bonds being absolutely free from such liability to taxation, 
and therefore result in great economical saving to the United States 
or to the users of the railroads, by having both the property, that 
would otherwise be mortgaged, and the tax or security of debt issued 
for it, free from taxation. Is not that true ? 



RETURN OF THE RAILROADS TO PRIVATE OWNERSHIP. 763 

Mr. Garretson. There is no doubt but what a large number of 
security holders, who are in no sense interested in the control of the 
property through the holding of any form of securities, either 
stocks or bonds, will welcome a lower rate of interest which the 
Government bond would pay, with its additional stability and its 
freedom from taxation. 

Mr. Sims. Yes; its freedom from taxation. 

Mr. Garretson. I say that from the standpoint of a man who, 
in the past 10 years, has bought more than $5,000,000 worth of bonds 
in the open market, as investments for the organization of which 
he was the head. 

Mr. Sims. Now, isn't that the very thing that confronts us at this 
time— or at least, I want to hear your view on whether or not it 
does confront us. 

Mr. Montague. Are you leaving the question of bonds now ? 

Mr. Sims. No; but bearing on that. In the last month for which 
we have official reports our exports were about $900,000,000 and our 
imports a little less than $300,000,000 — a clear balance of trade in 
favor of the United States in one month of $600,000,000. One of 
the highest banking authorities in this country states that no such 
condition can continue and be paid for by the transfer of gold; that 
our products must either cease to go to foreign countries or we have 
got to buy their products or securities in those foreign countries or, 
in other words, sell on a credit, and the difference in exchange between 
the United States and foreign countries is so great that* a eood security 
at the same rate of interest and for the same length of time would 
offer a very large bonus to the American investor in favor of buying 
foreign securities over domestic securities. Is that true ? 

Mr. Garretson. I have seen such representations made. 

Here is what is true in regard to a world economic condition: If 
the balance of trade remained in favor of this country to the extent, 
or approximately to the extent, shown in the figures for that month, 
it would only be an arithmetic proposition to figure how long it would 
be until we had accumulated the wealth of the world. That is all 
there is to that. 

Mr. Sims. Bankrupt the world and, in turn, bankrupt ourselves ? 

Mr. Garretson. That simply grows out of this condition, that 
with all of our war activities, our producing machinery was never 
clogged, and the consequences were tnat on the cessation of hostilities 
we were ready to resume the character of world trader that we had 
before. I am using that expression in the sense of a new world. 
For raw products south of the Isthmus is a factor. For manufactured 

Eroducts it is not in any great degree. But we are a warehouse of 
oth raw material and manufactured products, and we were almost 
the only people in the world who were ready, on short notice, to 
resume commercial relations everywhere, everywhere that it was 
possible to do so. 

England is not a producer of raw materials, except through her 
colonies, and consequently there must be a transfer of raw material 
before she can take up the turning of the raw material into the 
finished product for the markets. Whenever that time elapses, then 
she becomes our competitor, and she largely reduces that balance of 
trade. 
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Now, I do not pose as a financial or economical expert, and, con- 
sequently, whether or not the statement that the only way that that 
balance can be maintained as between other countries and our own 
is by an acceptance of their securities, is sound economics, I would not 
be able to say; but in any event it will depend largely on the value 
of the securities whether it is sound economics or not. 

Mr. Sims. At this time, as given by the highest source of informa- 
tion, the exchange rate between the United States and Germany is 
at a discount of 74 per cent on the German unit of value 

Mr. Garretson. The mark ? 

Mr. Sims. Yes; the mark. It is 39 per cent in Italy, 30 per cent 
in France — this is all in favor of the United States — 10 per cent in 
England, par in Spain, and Japan is the only nation on earth to whom 
we have to pay a premium on exchange in order to transfer our credit 
to that country. 

Mr. Garretson. You need not go so far across the water, Judge. 
I drew one check in payment for a bunch of Victory bonds, which is 
the title given the Canadian bond issues, on which the exchange in 
my favor amounted to some $250, just between Toronto and Cedar 
Rapids. 

Mr. Sims. It seems to me inevitable that for a period of years — 
nobody can tell how long — that any kind of taxable security in this 
country, without much reference to how much interest it bears, is 
going to be a a disadvantage in the public market as against non- 
taxable securities, and as against any just as good securities offered in 
any foreign countries like England and France ? 

Mr. Garretson. Yes, sir. 

Mr. Sims. As a rate of interest in excess of that we pay, and at an 
exchange discount that will make much profit for many years, and 
therefore I do not see how it is even possible for the railroads to 
finance themselves with private capital in the competitive market 
of the world. 

Mr. Garretson. There is no doubt that in a market of that charac- 
ter, the Government security or Government loan will take precedence 
of all others, and at a far more economical rate for the purchaser. 
That is foregone. 

Mr. Sims. Now, with respect to politics. Can anything on earth 
be kept out of politics that can be taxed or be regulated by law ? 

Mr. Garretson. There is a question there, but there is a distinc- 
tion between 

Mr. Montague (interposing). What do you mean by politics? 

Mr. Garretson. By my* use of the word "politics" in that con- 
nection I mean the securing of positions, the administering or non- 
administering of discipline, the retention in service of provenly 
inefficient men because of political influences 

Mr. Montague. You mean other influences than merit ? 

Mr. Garretson. I mean other influences that should obtain in 
retaining in the service men of proven merit and ability. 

Mr. Montague. But suppose they are not in the service and they 
want to be put in the service ? 

Mr. Garretson. There you come against a factor that is difficult 
to explain. What is known as seniority in the railroad service-^-and 
this applies more especially to trainmen and engine service — is far 
more existent on the railways than civil service, which is another 
form of it, is under governmental application. 
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Mr. Montague. Is that a good system or not? 

Mr. Garretson. It is a good system in this: It provides that 
every man stands in the line of promotion according to age in service 
and ability to assume increased responsibility. I am quoting the 
language of the contracts that the organizations have with the railway 
company. The railway company can not hire a man for an advanced 
position as long as they have competent men that they can promote 
to those positions. 

Mr. Sims. I used the word "politics" in the sense of trying to 
prevent or bring about legislation, State, municipal, or National. I 
referred to that more than I did to the question of patronage. 

Mr. Garretson. The thing I have in mind is what you have 
described as patronage, but the form of it that you describe is just as 
pernicious, although it is always in larger phases. The phase of it 
that I refer to is essentially petty in its nature. 

Mr. Montague. If the Government owns property, then there is 
nobody lobbying to increase the earnings of that property, lobbying 
about taxation or anything of that kind, and if the Government pays 
the employees there will be nobody around lobbying to have wages 
increased 

Mr. Garretson. That is it exactly. 

Mr. Montague. You think, then, that nobody ever comes to 
Washington to have their salary or wages increased ? 

Mr. Garretson. With a corporation that stands between, I figure 
that that makes all these things impossible, because it has absolute 
control of those conditions. 

Mr. Montague. But isn't it a trait of human nature, and isn't it 
evident, in your organizations and other organizations, with respect 
to political office? It is an infirmity of human nature that men 
desire to increase their advantages and secure higher places in the 
world, and they employ influence to elevate themselves ? 

Mr. Garretson. As the spokesman for my own organization, I 
want to prevent the members of it that can exercise political pull from 
exercising it. 

Mr. Montague. But can you do it in any other way except by 
removing the cause and temptation ? * 

Mr. Garretson. I do not know whether you can remove the temp- 
tation or not; unless you are able to reconstruct the whole scheme of 
human nature. The devil bequeathed most humans certain tempta- 
tions. They say God created humans, but I would say the devil 
had something to do with it. 

Mr. Montague. As I gave the quotation from Edmund Burke 
the other day, he said a great many of our distempers were not due 
so much to imperfections of government as to infirmities of human 
nature. 

Mr. Garretson. Surely; and Bacon himself was as fine an illus- 
ration of the truth of his statement as the world has produced 

Mr. Montague. Burke, not Bacon. I was quoting from Burke. 

Mr. Garretson. But Burke was not beyond reproach. 

Mr. Montague. Oh, no; none of us is. 

Mr. Cooper. You said just a moment ago that you wanted to 
prevent any member of your organization from using his political 
influence. That has not been the attitude of yourself and the rest 
of your organization for the past two or three years back, has iU 
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Mr. Garretson. Absolutely it has. 

Mr. Cooper. How about the campaign of 1916? 

Mr. Garretson. The campaign of 1916? 

Mr. Cooper. Yes; when the railroad people, almost in general, all 
over the country, went out against Mr. Hughes and came out for 
Mr. Wilson. 

Mr. Garretson. Certainly they did. 

Mr. Cooper. That was on account of the Adamson eight-hour 
law, and I am with you on that. 

Mr. Garretson. 1 am essentially guilty in that myself, with all of 
my Republican affiliations*. But 1 want to draw your attention to 
this fact: That was purely a citizenship act, and not an employee 
act, and there is nothing that we abhor more than any curtailing of 
the political rights of the citizens. 

Mr. Cooper. I was with you on the Adamson bill. 

Mr. Garretson. Mr. Chairman, may I use a minute for what you 
might consider a question of personal privilege? 

The Chairman. Certainly, Mr. Garretson. 

Mr. Garretson. Representative Cooper has referred to the passage 
of the Adamson Act. I can say something here to-day that 1 could 
not say during all the days when I held office in the labor union, as 
the head of one of the big brotherhoods. The brotherhoods and my- 
self by name were pilloried from the Atlantic to the Pacific by in- 
nuendo, aspersion, cartoon, and editorial, as compelling the President 
and Congress to do certain things. I want to answer one statement 
in this record, because this is very possibly the last time that I will 
appear in the capacity in which I now appear, for I am just a private 
citizen now, and I am not an authority at any rate, but merely a 
willing one 

The Chairman. I understood that you were a professor emeritus. 

Mr. Garretson. I am professor emeritus, but with none of the 
rights, powers, nor advantages 

The Chairman. Only the honors ? 

Mr. Garretson. Only such as I possess as a citizen. 

But the point I want to make is that the four brotherhoods, in 
being forced into Congress regarding the passage of the eight-hour 
act, were unwilling participants. Only the influence, the power, 
and the personal prestige of the President of the United States ever 
got us there. We came there on his demand that we should come 
there for adjudication of the question that we desired to settle by 
our own methods. But, out of regard for the interest that the 
President had shown, and respect for the position which he held, 
and our respect for the office of Chief Magistrate, we accepted his 
request to transfer the matter in controversy to the Halls of Congress. 
No living Senator or Representative ever heard a demand from one 
representative of the four brotherhoods as to what they should do. 

Now, before the Interstate Commerce Committee of the Senate, the 
day before the Adamson bill was passed, a request was made on the 
four, to know whether or not they would defer the hour of the strike. 
That request had been made by the President of the United States 
two days prior to that time. 

The three associates of mine stated to the committee in open 
hearing that they did not possess power to do the thing requested, 
but that I would answer for the four. I answered that I had the power, 
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but that I refused to defer. I told them why, and after I told them 
no further request was made for def erring nor were there any methods 
of coercion used on any Member, and there is no Member of the 
present Congress who was a Member of that Congress who will 
challenge that statement. There are men here who were Members 
of that Congress and present at that time. I challenge any one of 
them to question the correctness of the statement I have made. 

I wanted just this chance, Mr. Chairman, to make that a matter oi 
record with regard to the talk about holdi ng a stop-watch on Congress. 

The Chairman. I was not present in Washington when that was 
passed. My recollection is that there were no nearings before the 
House Committee on Interstate . and Foreign Commerce on the 
Adamson bill. 

- Mr. Garretson. There were no formal hearings. My communica- 
tions with that committee were all through the floor leader. Mr. Wills 
makes the point that there was a joint hearing, but, if so, I am not 
aware of the fact. 

Mr. Montague. Mr. Wills is mistaken about that. I was on the 
committee at the time. Perhaps Mr. Wills came to that conclusion 
because a good many members of the committee went over there, 
but I did not sit with the Senate committee. 

Mr. Garretson. There were a number of Members of the House 
present during the entire hearing, but if there was a member of this 
committee that sat with the Senate committee I was not aware of that 
fact. I never appeared directly before the House committee. I did 
meet the chairman once or twice, and I conferred a half dozen times, 
possibly with Mr. Kitchin, who was the floor leader at that time, 
was he not, Mr. Chairman ? 

The Chairman. Yes. 

Mr. Cooper. May I say that during the debate on the Adamson 
bill on the floor of the House I made almost the same identical state- 
ment that you made her a minute ago, and I have resented at all 
times the saying that the railroad brothers had come to Congress with 
a gun in one hand and a stop-watch in the other. 

Mr. Sims. I was a member of the committee at that time, and the 
ranking member, next to Mr. Adamson, and no labor man ever asked 
me a question, or anybody else, but I considered the measure on its 
own value, strike or no strike, and I have no apologies to make, as a 
member of the committee, for having exercised my right of voting 
without fear or favor. My information and knowledge led me to 
believe it was right, and my conscience told me to do right if the 
heavens fell, and I went ahead and did it. 

Mr. Garretson. You can readily undeistand, Mr. Chairman, that 
the man who has been pilloried in the newspapers controlled by the 
financial interests of this country for 30 years is not sensitive person- 
ally. He becomes a pachyderm naturally; his skin thickens as he 
goes on. 

Mr. Sims. Six weeks before the passage of the Adamson bill in 
my district I advocated it. 

Mr. Garretson. Consequently, I have no personal end to serve in 
this, but I do want to preserve a record in some direction that this 
statement was made; that there never was an effort to coerce any 
man; that I met no Congressman or Senator, except in instances 
where I was sent for by that Senator or Congressman, and those 
instances were many. 
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Mr. Sims. When I said I advocated this six weeks before, I meant 
the establishment of an eight-hour day, because the bill then had 
not been formed. 

Mr. Garretson. The bill had not had birth. 

Mr. Sanders of Indiana. I want to revert to the question^ of 
whether the Plumb plan would take the railroads out of politics. 
Now, five of these directors are appointed by the President of the 
United States ? 

Mr. Garretson. Yes, sir. 

Mr. Sanders of Indiana. And of course they will have a voice in 
matters in which the employees will have vital interest. Three of 
them will be of one political pai;ty and two of another, and the 
President has the right to remove any of the five for inability. 

•Mr. Garretson. Well, for cause. We will use the ordinary phrase. 

Mr. Sanders of Indiana. I think that Mr. Plumb suggested that 
the words "for cause' ' would be better inserted here. 

Mr. Garretson. That is the accepted term; yes. 

Mr. Sanders of Indiana. Suppose there should be an organized 
effort to have the President remove some of those five directors? 
Would you call that politics ? 

Mr. Garretson. I should say no; not in the ordinary sense. Will 
you let me illustrate that, so that you may get my idea ? 

Mr. Sanders of Indiana. Yes. 

Mr. Garretson. An organized movement may readily take place 
in favor of or against any individual, without having any political 
character whatever. For instance, I am going to take just such a 
movement, in one sense, as you refer to. When the former Director 
General of Railroads announced his intention to retire from that posi- 
tion, you will readily understand that, as organizations vitally inter- 
ested, the four brotherhoods had a decided preference as to who 
should be his successor. We made certain representations to the 
President in regard to our desires in the matter. I will say to you 
that we did not choose Mr. Hines. That does not carry with it 
that we would oppose any other definitely. We simply championed 
the cause of a man that we believed, from his record in connection 
with railroad service, was most desirable. He was not appointed. 
Bear in mind that the four brotherhoods were committed to that 
absolutely. We were authorized to speak for our entire member- 
ship of all shades of political opinion. It was nothing political 
whatever, because, regardless of political affiliation, our desire was 
to have a certain individual appointed. 

Now, as I have had to say that much, Mr. Chairman, I want to 
say this much more: That had we received or secured the appoint- 
ment of the individual whom we desired to fill the position, I doubt 
strongly if we would have secured a man who would have gone as 
far in nis efforts to successfully operate these railways as has Mr. 
Hines. I have nothing but the kindliest sentiments for Mr. Hines, 
and a very high regard for his ability; and I count myself a fair judge 
of ability — I mean in others. 

Mr. Sanders of Indiana. I noticed at the last meeting of the 
Federation of Labor that they demanded of the President the removal 
of Mr. Burleson % 

Mr. Garretson. Yes. 

Mr. Sanders of Indiana. Do you call that political action ? 
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Mr. Garretson. I do not. That, from my standpoint, is the 
demand of a body of citizens regardless of their political faith. If 
that body had been composed of Republicans, that would have been 
a political action. I mean if it was gathered under the auspices of 
pome Republican purpose. Bear in mind there is nothing concealed 
behind that. It would have been exactly as true if the bunch had 
been all Democrats and had demanded the removal of a public 
officer wholesale, but in this case it partakes of all the character of 
the old town meeting. 

Mr. Sanders of Indiana. You do not think, then, of some plan to 
do away with that sort of appeal ? 

Mr. Garretson. I do not think anything on earth would, Mr. 
Congressman. 

Mr. Sanders of Indiana. I do not either. I wanted to get your 
idea. 

Mr. Garretson. Now, do not get the impression from me that the 
passagjB of the Plumb bill, or the nationalization of the railways, or 
any other agency is going to be more than one factor in stilling 
unrest, nor will it change human nature nor furnish any solution 
of a store of other things that can never be eliminated but can only 
be minimized. I am not a dreamer of dreams. It may be that 
under the verse that the "old men shall see visions" I may be a vision 
seer, but I am not dreaming any dreams ; I am not young enough. 

Mx. Sanders of Indiana. Ot course that is all very remote in 
point of time. 

The Chairman. You may proceed, Mr. Garretson. 

Mr. Garretson. There was a significant expression made by a 
member of the committee the other day in question to Mr. Plumb, 
and if he had written a chapter he could not more correctly describe 
my own dealings in regard to a Government functioning properly. 
In the question he stated, "Then your conclusion is that the Govern- 
ment must either do business or quit business.' ' That is exactly 
my own conclusion in regard to Government functions. A govern- 
ment should either perform the duties that devolve upon it, recog- 
nizing what its obligations are and whether or not those obligations 
are in accord with the purpose of the founders of the Government, 
that every individual snould be protected in his rights, whatever 
they may be, and if the Government fails to measure up to that 
standard, then that has failed in functioning and should quit business 
in the sense that it should be superseded by mechanical agencies 
that will carry out the will of the people in accord with the Consti- 
tution as it is framed. 

No man can afford to overlook the present world tendencies, 
is a favorite preachment, you know, 01 some of our prominent men, 
that now that the World War is over that we are withdrawing within 
our own borders, that our interest in world problems should be sev- 
ered, and that we should again become, in world affairs, a second 
example of the hermit kingdom; that world concerns are not our 
concerns; that we are a people apart — about the old Mosaic law, if 

?rou will, that we are the cnosen people. But that does not banish the 
act that we are the conglomerate residue of all peoples. Among us 
are the tendencies that have animated all other races in the period 
before, during, and following this deadly conflict and if any man 

129405— 19— pt 5 16 



770 RETXJBN OF THE RAILROADS TO PRIVATE OWNERSHIP. . 

nourishes the belief that the American will never rise in protest 
against the injustice that he believes is being done to him, ne had 
better hire sombody to wake him up. All the elements that have 
caused the conditions that exist in Russia; that have dismembered 
German society; broken apart Austrian Provinces; reduced England 
a long ways toward industrial chaos, and demonstrated the ability 
of the labor movement of England to largely dictate its own terms, 
are here in the type of the insistence for better conditions for which 
they hope. If he believes that those elements are not existing on 
this side of the water, if his inaction just continues long enough the 
error will be realized. I am not a university graduate. The educa- 
tion that I have received has been by application to books and men, 
and for every minute that I have devoted to books I have devoted 
hours to men, and I know them fairly well. I have been in touch 
with the substratum of American life for a business lifetime, and if 
a man thinks for a moment that the social unrest that underlies a 
seemingly smooth surface can not easily disrupt that surf ace, if the 
condition once grows upon the American people, that there is no 
effort being made to deliver them from the tilings of which they com- 
plain, inaction is the sure thing that will bring that element to the 
surface. 

The intervention of a body of water between us and the Old World 
does not mean the severance of the bond that unites millions of our 
citizens to a country where our families had origin. They are in 
close touch, they of the later arrivals, with incidents as they take 
place in those regions, and the older element, the true American 
element that is fully assimilated is a partner in that discontent, and 
unless that discontent is alleviated, largely by the limiting of what 
men believe is an unreasonable profit on the necessaries of life, it is 
bound to find its channel of expression, and that channel of expres- 
sion, the opening of it, is the last thing that any good citizen desires 
to see. 

The sporadic occurrences over the country in the way of illegal 
strikes — those are the straws that show how the wind blows. That 
is all they are. They are nothing but the rumblings, but I say to 
you that out of the union-labor movement of this country nine- 
tenths of the energy of their leaders is now given to sitting on the lid 
Those men do not want to overturn government, but they do demand* 
that government shall function m accordance with what they 
believe are not only its powers and its rights, but the duties and its 
obligations. 

It is within the power of Congress to largely allay this, but it can 
not be done by inaction. The curse of our national temperament is, 
we are the most energetic people on earth and the most indolent. 
We never do to-day what we can put off until to-morrow, unless 
emergency forces us, and then we break all the world's records. 

Reverting to the passage of the Adamson law — the Adamson Act — 
you heard a score or a hundred of the Members of the two Houses 
aemanding time to view it in an orderly way, and there is no finer 
example of the indolence of the national temperament than the 
legislative record in regard to industrial trouble as it exists. The 
first great railway strike was in 1877, and I think the State of Penn- 
sylvania paid something like fifteen or twenty million dollars damages 
for property destroyed during that strike ; other States greater or 
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lesser amounts. Did Congress raise a finger to perfect legislation to 
meet such, conditions ? Not on your life. 

The Chairman. Was any legislation presented immediately after 
that strike ? 

Mr. Garretson. Legislation by the people has always been 
presented by labor unions, Mr. Chairman. Labor unions were a 
negligible quantity then. That strike was not by labor unions; it 
was sporadic and individual. 

The Chairman. That might account for the lack of action of 
Congress. There was no organization to give expression to the new 
idea or to the new thought ? 

Mr. Garretson. There was no organization strong enough to 
exercise any influence. You have beeii in Congress long enough to 
remember, Mr. Chairman, that when these brotherhoods first came 
into Congress with the germs of the safety-appliance act 

The Chairman. Yes; I have had some experience; I know the 
opposition to them. 

Mr. Garretson. You know we were ridiculed; no attention was 
paid; we were virtually ostracized for a number of years. We fought 
to recognition, legislatively as well as industrially; consequently 
prior to that period the organizations had never turned to the legisla- 
tive remedy. Before they had always appealed to brute force, like 
a dog that appeals to his teeth. Then is when we accepted another 
avenue of approach to many questions and started on a scheme of 
legislative activity that, from that day to this, has been continued, 

in 1893 came the great Debs strike. Following that no legislation 
took place, because at that time, as far as the four brotherhoods were 
concerned, they had not acquired sufficient legislative influence to be 
able to impress anything upon Congress. Congress is like any other 
duly elected body; it listens to that which it believes can exert 
certain influences, and that is not said in any sense of criticism, Mr. 
Chairman, it is said as a statement of fact. 

Right there, on that statement of fact, I want the attention of 
some gentlemen of this committee to one phase concerning statement 
of facts. For 31 years I have dealt across the table with the highest 
operating officers of the railway companies. What I am trying to 
draw here is the line of demarcation, if such thing exists, between a 
statement of position or fact and a threat. The manager across the 
table would say to me, "I won't do it." That was a statement of 
his position. When he made a proposition to me, if I said to him, 
"I will not accept it," that was a threat. The difference between a 
threat and a statement of position is altogether as to who makes it. 
I fought through it, and I know it. I have lived it, and I have not 
heard it. I have been charged with making a threat about a thousand 
times when I did nothing but make my position clear. If I said to 
the manager of a railway company or its president, " Unless you 
accede to the demands which we have presented by 10 o'clock 
to-morrow* morning I will be compelled to withdraw every man from 

Jour service," that was vicious threatening coercion, and yet, if I 
ad let it go until 10 o'clock the next night, and called the men out 
of the service without giving the notice, that would have been a 
vicious betrayal of orderly business procedure. In other words, th ? 
man who stands as the representative of the labor organization is 
damned if he does and damned if he doesn't. I learned that rather 
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early, and that is why I have called attention to this, when I attempt 
to state a position by a statement of fact there is no threat veiled 
behind it, because my way of making a threat is straight out: "Do 
it or take the consequences." I may differentiate just that much 
on the language that was used. It has been asserted that this plan 
is conjectural. That is true. But if the position is taken that 
^everything that is conjectural must be rejected because its solution 
can not be geometrically demonstrated, all progress in the world 
would stop. 

Probably the greatest conjecture which the political world ever 
was confronted with was the conjecture as to whether a Govern- 
ment, by, of, and for the people, as founded in 1776, could exist. 
Old World prophecies said that it was an impossibility. Why? 
Because it was conjectural. It had had no forerunner, no evangelist 
preceded it. Christ had John the Baptist, but the American Re- 
public had no forerunner. If it had been rejected because it was 
conjectural the Union Jack would still have floated from every 

Einnacle in this country. What is true in regard to that condition 
as been true in regard to every step that has ever been taken forward 
in human progress. I am old enough to remember the predictions 
that cotton could never be raised in the South without slave labor, 
and the man does not live to-day that would advocate from his 
economic sense that it could be done under as favorable conditions 
with slaves as with free labor. That was conjectural, because they 
had never tried to raise cotton in the South without slave labor. 
But would any man go back to that condition ? Not one. But if, 
because of its conjectural nature, the old condition had been con- 
tinued, we would still to-day be continuing in that former pathway. 
The Chairman. Of course, that would also apply to the other half 
dozen plans that have been presented; they are conjectural, too? 

Mr. Garretson. Every one, and when you go further, one step 
further, and characterize it as revolutionary, the Plumb plan does 
not possess half the revolutionary element that the other plans all 
do. Now, Mr. Chairman, when I say "all the other plans," I am 
not including what I heard read from here as the Esch Bill, because 
I know nothing of it. I have not read it, but I am referring to the 
Warfield plan, the railway executives' plan, and to the Chamber of 
Commerce plan. They contain elements that are an absolute 
reversal of the entire policy of this country in dealing with its rail- 
ways. This plan does not present a reversal of the policy of the 
Government, Dut it does present an untried plan, which we believe 
contains all the elements that go to make railway operations more 
economic, more efficient, and of greater benefit to the people at large 
in every direction, while every other one of the plans is founded 
upon the vulture principle of tearing the vitals of the people finan- 
cially. The whole question underlying the supervision of railways 
was originally founded on the principle of protecting the public from 
rapacity and extortion. You know that as well as I, That was 
the basic principle underlying them, and the idea of protecting any 
element that entered into the ownership, or investment in the owner- 
ship of those properties, was the thing most remote from the minds 
of the people who drew, presented, advocated, and procured the 
passage of the original enactments. 



RETURN OP THE RAILBOADS TO PBIVATE OWNERSHIP. 773 

Bear in mind I have been rather intimately connected with the 
history of all that legislation, growing out of the fact that from prac- 
tically the time of its inception I have had a personal representative 
here in Washington in touch with all enactments of that or like 
character affecting the railways, so I am reasonably conversant with 
the old impulses that underlie those things. 

The first enactments, of course, were the original Granger laws, as 
they were termed, in the States of Iowa, Michigan, and Wisconsin. 
Those were the first principles in the way of railway legislation. 
Every foot of the distance from then till now for the better protection 
of the people, for the curbing of that sentiment that is best described 
in an utterance of a former very prominent railway capitalist, "the 

Sublic be damned' ' attitude, has characterized every interest that 
ominated American railways until they found that the attitude was 
supercostly, then, and then only, they assumed the attitude of defer- 
ence, and to-day it is impossible to find one of the groups dominating 
the railways or his paid spokesman, who will not say, '^We believe in 
regulation — we do, ^because we know we have to have it." It is like 
the church doctrine of free moral agency. The church holds that 
every man is a free moral agent to accept salvation or to reject it. 
It is very true if he does not accept it he will be damned. That is 
how free the moral agency is. That is exactly the attitude of the 
railways toward regulation by the Government. They know that if 
they do not accept it they will be overwhelmed by public sentiment 
ana therefore they accept it ; and you have got to give them the credit 
for one thing: Tnere is a large number 01 the men engaged in the 
business that when they say it will look as if they like it. 

Mr. Webster. Before we get too far away from the distinction 
between the statement of a fact and the making of a threat— I think 
you made that distinction — and you said that a threat implied, using 
your own language/' Do it or take the consequences." Now, defini- 
tions and distinctions are always made plain by application to con- 
crete cases. Will you classify this language for me as to whether this 
is the statement of a fact or a threat — that is, a "Do it or take the 
consequences''? 

Mr. Garretson. Let me just draw your attention to one thing, 
Congressman — that is ; the coupling of fact and position. 

Mr. Webster (reading) : 

Therefore, he who obstructs the Government in this policy of control of ownership 
becomes our direct enemy and shall so be posted, and a record of his action shall be 
kept for future reference, and it shall be our pledged policy to remove him from 
whatever political line of trust the public has given into his keeping. 

We believe it to be our duty to our God, our country, and to man "that labor should 
have an equality of opportunity." 

And he who denies to labor the right of a living wage is as great an enemy as the 
alien, the pro-German, and the anarchist. 

And we so strongly affirm this position that he who strives to object or demean labor 
or in any political way detract from the quality of labor, shall be posted throughout 
the length and bread tn of our fair land as an undesirable. "He has denied the right 
of labor to equality." 

Is that a statement of fact or is that a ''Do it or take the conse- 
quences" ? 

Mr. Garretson. I should say it was a combination of statement of 
position and to take the consequences. 
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Mr. Websteb. In other words, to be plain — and I hope we will not 
have to remake the dictionary in order to make the Plumb plan 
work— is that a statement of fact or a threat, according to your 
description and definition? 

Mr. Gabbetson. According to my definition, it is a statement of 
position. I am using the word "position" instead of fact, because 
m my explanation to Mr. Cooper it was a statement of position, in my 
opinion, and a threat. First there is a statement of their beliefs in 
regard to this 

Mr. Websteb. Just let me interrupt you. You said a moment 
ago that a threat involved "Do it or take the consequences." Now, 
are not those your exact words ? 

Mr. Gabbetson. Yes; I said my way was to do that. 

Mr. Websteb. Now, then, in order to do it, you have to tell them 
what you want them to do ? 

Mr. Gabbetson. Surely. 

Mr. Websteb. Then, after that has been told, when it is coupled 
with this language, what character does it take on? 

Mr. Gabbetson. Both. 

Mr. Websteb. No, this language: "Therefore he who obstructs 
the Government in this policy of control or ownership " 

Mr. Gabbetson. That is a statement of fact. 

Mr. Websteb. "Becomes our direct enemy and shall be so posted, 
and a record of his acton shall be kept for future reference, and it shall 
be our pledged policy to remove him from whatever political line of 
trust the public has given into his keeping." 

Is that a statement of position or a threat, according to your 
understanding ? 

Mr. Gabbetson. It is both. 

Mr. Websteb. Define what part of it states a position and what 
part of it makes a threat. 

Mr. Gabbetson. First, it is a statement to you of their desire, as 
your constituents, that you should do certain things. Second, it is a 
statement of their belief that a man who does certain things is equal 
to a German, and so forth; I can not quote the entire statement; 
the third is a recital of a fact, that if the course of obstructions is 
followed, that they will attempt to defeat any man who does it for 
office, and there is no question but what in one sense constitutes a 
threat as to their future action. 

Mr. Webster. Do you construe as constituting a threat merely to 
remove one from one's office, this language: "He shall be posted 
throughout the length and breadth of our fair land as an unde- 
sirable," bearing in mind that this letter was addressed to me as a 
Member of Congress from a district where the Representative of that 
district is elected by the qualified voters of that district ? Why is it ' 
necessary to post me as an undesirable throughout the length and 
breadth of the land for political purposes? 

Mr. Gabbetson. Well, I will tell you very frankly, Mr. Webster, I 
judge that some fellow that is quite handy with a pen fell in love with 
that phrase and wrote it in there. 

Mr. Websteb. But does that coincide with the fact that this is a 
printed propaganda letter, of which I have received perhaps 300 
copies, in the identical words of this one, and that the stationery 
bearing the words "Brotherhood of Railway Clerks, Spokane Lodge, 
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No. 34," was used bearing the union label of the printer who put the 
letter in form? 

Mr. Garretson. Why, such things are done. I have, I think" 
probably in the last 30 years, at one time or another, probably 
received 10,000 communications of very similar character, only the 
ones that came to me were very probably much more vitriolic than 
that. 

Mr. Webster. Yes; this is very mild. 

Mr. Garretson. Sure, that is what you might call "in broken 
doses." I will not claim it is what Mr. Winslow would call a love 
letter, but then you will bear in mind, in the correspondence addressed 
to me, they would be much less careful of their phraseology than 
they would to you, where it would reach a public tribunal, in telling 
me, in cases where I have not measured up to their desire in some 
radical direction, what they were going to do to me at the next election. 
There was one time in my career wLen I did not digest my meals 
well unless I got a certain number of them every new moon. That, 
I think, is in greater or less degree, Mr. Congressman, the experience 
of every man who performs delegated duties. 

Frankly let me tell you my position in regard to it, and I believe 
I can tell it in language that you can understand. 

Mr. Webster. All right, we would like to get at it. 

Mr. Garretson. I will say to you that tne clause in regard to 
posting him is, in my opinion, foolish. I just relegate it to that. 
That is absurd, because that could have no political significance 
unless you w ere running for an office where the electors covered 
this whole fair land, but as Congressman that would have no weight 
beyond the district in which you were elected. 

Mr. Webster. You know that Congressmen happen to be human 
beings who have some regard for the esteem in wnich they are held 
by their fellows ? 

Mr. Garretson. Oh, you get used to even that. I have been 
posted by the newspapers of this country from one end to the other 
as anything from an anarchist to the most corrupt creature that 
ever bartered away human rights. 

Mr. Webster. Did you indorse that sort of thing when it was done ? 

Mr. Garretson. No; I did not indorse it; I did not issue any 
indorsement. 

Mr. Webster. Do you indorse this letter that I just read to you ? 

Mr. Garretson. I would not indorse it with that language or 
with that one proviso. 

Mr. Webster. It is that language which I am speaking about, 
and that language onlv. 

Mr. Garretson. What I would have said to you would have 
been something like this, and I would have considered myself within 
my rights, "My dear Congressman' ' 

Mr. Webster (interposing). No; I do not want you to tell me 
what you would write. 

Mr. Garretson. I will tell you then what I would have said 
to you. 

Mr. Webster. I want you to tell me what your conception of 
this document is and how we are to classify it under your distinction 
between a statement of a fact or a position upon the one hand, and 
the making of a threat on the other, when you said a threat, accord- 
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ing to your notion, was "Do it or take the consequences." Please 
classify it — which is it ? 

Mr. Garretson. That letter distinctly says to you "Do what we 
ask or take the consequences/' and in that it is a threat. 

Mr. Webster. Then, according to your own definition, it is a 
threat ? 

Mr. Garretson. I am perfectly willing to admit it. Now, I am 
going further, and in my opinion, barring the one objectionable 
phrase that I have said that I would relegate to the junk heap 

Mr. Webster. What was that one you would relegate ? 

Mr. Garretson. In regard to posting you across this fair land. 

Mr. Webster. Yes; all right. 

Mr. Garretson. And from that I would consider, if I were one 
of your consituents, that I was clearly within my rights if I addressed 
to you a communication embodying the sense of all that is said in 
there, except that one phrase, but saying it in the language that is 
accepted in business or parliamentary circles. 

Mr. Webster. All right, let us read this and leave out the portion 
that you have censored: 

Therefore he who obstructs the Government in this policy of control or ownership, 
becomes our direct enemy, and a record of his action shall be kept for future reference 
and it shall be our pledged policy to remove him from whatever political line of trust 
thepublic has given into his keeping. 

We believe it to be our duty to our God, our country and to man, "That labor 
should have an equality of opportunity. " 

And we so strongly affirm tins position that he who strives to object or demean labor 
or in any political way detract from the quaUty of labor, has denied the right of labor 
to equality. 

Now, I have left out every word of this letter which has to do 
with posting. Do you indorse it in that form ? 

Mr. Garretson. I indorse the sentiment which it endeavors to 
convey, and I repudiate the language in which it is conveyed. Let 
me illustrate: I am a member of a rather large parliamentary body 
myself, so . that I am reasonably conversant with parliamentary 
usage. A statement was made by a man on that floor that I knew and 
he knew, and a large number of the men present knew was absolutely 
false. Under parliamentary procedure I could not come out and 
say, " You are a liar, " though I said to him, " I thoroughly appreciate 
the statement that has been made, and the only comment that I 
have to make is that, in my opinion, the original stock of truth with 
which God endowed you has never been drawn upon in the slightest 
degree, you still have it, you have never used any. " That is another 
way of calling a man a liar. 

If you had received a communication from a chamber of commerce, 
Congressman, which said to you, "My dear Congressman, it is with 
intense regret that we learn that you are advocating the passage 
of the Plumb Act, which is radical, un-American and unjustified, 
and if it is true that you shall continue your affiliations with those 
making unwarranted inroads upon the inherent rights of capital, 
we will be compelled to withdraw from you that cordial support that 
we have with such pleasure given in the past, and will be glad to be 
advised of your future attitude. Sincerely your friends." Now, 
that letter would have contained every element that this one does, 
except the posting. 
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Mr. Webster. Let us see whether it would or not. It is easy to 
make statements. Let us see. Does that letter imply the idea that 
because I have gone counter, and am going counter, to the policy 
of the chamber of commerce that I am to oe declared their direct 
enemy, that I shall be posted ? 

Mr. Garretson. Oh, no; I eliminate that. 

Mr. Webster. But your last statement was that your letter 
implied everything that this one did ? 

Mr. Garretson. No; except the posting; I made that exception; 
I excepted that far. 

Mr. Webster. All right. Let us now so confine it. Does that 
letter imply that a man who takes that position is worse than an 
alien, a pro-German, or an anarchist? Does it imply that he shall 
be denominated an undesirable and branded as one who has denied 
some interest the right of equality? 

Mr. Garretson. Everyone of those things is implied in the phrase 
"un-American" to a man in your position. 

Mr. Webster. Do you think that ? 

Mr. Garretson. I know, and I will submit what I have dictated 
to the scrutiny of any member of your committee and stand by the 
wording of it. 

Mr. Webster. Now, some question was suggested here this morn- 
ing as to whether these letters have any relation to the Plumb plan, 
and it was denied that they had any such relation. This letter that 
I have before me is addressed to me as " Congressman J. Stanley 
Webster." 

Mr. Garretson. Yes. 

Mr. Webster. And I became a Congressman the 4th of March this 
year. The Plumb plan had been laidl)efore the country in concrete 
form prior to that time, had it not ? 

Mr. Garretson. It had. 

Mr. Webster. It had been sponsored by the Brotherhood of 
Railway Carmen and the Brotherhood of Railway Clerks prior 
to that, had it not ? 

Mr. Garretson. It had. 

Mr. Webster. And every one of these letters which I have made a 
part of the record have been written by men who purport to be 
members of those two organizations ? 

Mr. Garretson. And they probably are. 

Mr. Webster. And they expressly refer to Government ownership 
of railroads ? 

Mr. Garretson. Ownership and control. 

Mr. Webster. If these letters do not refer to the Plumb plan, 
tell me what other plan they might have had reference to? 

Mr. Garretson. The question is superfluous when you take into 
consideration the fact that the principal railways of this country 
have been under Government control and operation since the 28th 
day of December, 1917. 

Mr. Webster. Is that the kind of operation and control that they 
indorse and want me to support? 

Mr. Garretson. They want you to support Government control 
and operation, without naming now they want it done. It probably 
had some connection with their knowledge of the Plumb plan, but it 
was bred by the former Government control and operation and the 
results that came therefrom. 
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Mr. Webster. Mr. Garretson, is it not fair to assume that if the 
members of these two brotherhoods sponsored and indorsed the 
Plumb plan that they knew what it contained ? 

Mr. Garretson. I will say this to you, from personal knowledge: 
At the time that the plan was presented here there was not a copy 
of it outside of the city of Washington. That was February 7 to 11. 
I have forgotten the entire period, out I think a period from February 
7 to 11. 

Mr. Sanders of Indiana. The 7th to the 12th ? 

Mr. Garretson. Yes. Bearing in mind I only appeared a part of 
a day that confused me as to what those dates were. I want to 
call your attention to this, Mr. Congressman. The copies were not 
printed for distribution to the membership of the organizations for a 
period of at least — until at least the first week of July. Bear in mind 
this detail, I have had to consult others, because while I gave the 
approval for the printing on behalf of my own organization, I was 
uncertain as to tne date of distribution, because that was clerical 
work that was performed on my account. 

Mr. Webster. Mr. Garreston, if the men of these organizations 
had not been advised of the provisions of the Plumb plan until July 
of this year, what weight is to be given to their approval of that plan 
given in February ? 

Mr. Garretson. Because they had got excerpts from it, in so far as 
it was published in the daily press — they undoubtedly had circulars 
from their own executive offices advising them that he had appeared 
through attorney in advocation of the plan, they had preconceived 
desire to see the railways continue under Government control under 
some form, but it is more than likely that at the time the form letter 
was prepared they knew little of the details of the Plumb plan, and 
what they were conveying was more largely the expression of their 
desire for Government continuance of control in some form than for 
any specific remedy. That is my own belief . 

Mr. Webster. I want to ask you this question, Mr. Garretson: 
Assuming that we have an elective judiciary so that every qualified 
voter has a right to express a voice as to who shall be the judge of a 
given court 

Mr. Garretson (interposing). You have such in most of the States; 
that is, for the State judiciary. 

Mr. Webster. It is within the right of anybody, any labor organi- 
zation, to endeavor to remove a judge from office if he does not con- 
himself in such a way as to meet with their approval, is it not ? 

Mr. Garretson. If they can get the necessary amount of support. 

Mr. Webster. I say it is witnin their privilege to do it ? 

Mr. Garretson. It is within their privilege to do it or attempt to 
do it. 

Mr. Webster. Then, taking this letter which you seem to in- 
dorse * 

Mr. Garretson. The principle of it, yes; with the exception named. 

Mr. Webster. Do you think that it would be permissible for you, 
even as a member of tne bar, to present that to a judge with reference 
to a case then pending before him? 

Mr. Garretson. If I was acquainted with the statutes made and 
provided in most of the States I would jiot present it in that case. 

Mr. Webster. Why ? 

Mr. Garretson. I have no desire to be a martyr. 
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Mr. Webster. You have no desire to subject yourself 

Mr. Garretson (interposing). To indictment or fine. 

Mr. Webster. Incident to violation of law ? 

Mr. Garretson. It is. 

Mr. Webster. So that it would be a fear of physical punishment 
that would deter you from making the threat and not because it 
was iniquitous and reprehensible to do so ? 

Mr. Garretson. It would be because a statute had limited my 
right to do so, and as I am a law-abiding citizen I try to abide by the 
law. 

Mr. Webster. One of the rights of a man is to violate the law and 
go to jail, is it not ? 

Mr. Garretson. It is one of his rights to do that. I have exercised 
that right myself. 

Mr. Webster. Of going to jail ? 

Mr. Garretson. Going to jail. 

Mr. Webster. I am beginning now to understand your point of 
view. 

Mr. Garretson. I do not blame you. Lots of people, Mr. Con- 
gressman, have had to pay immense sums of money to get an under- 
standing of my point of view. 

Mr. Webster. I still want to get from you the reason that you 
would indorse or condone the sending of a letter of this sort to a mem- 
ber of a law-making body but would not yourself incur the hazard of 
sending it to an elective judicial officer. Is it because that in the one 
case you can do it with impunity and in the other you do it under a 
penalty ? 

Mr. Garretson. It is deeper than that, sir; the cause is deeper 
why I would do one and not do the other. 

Mr. Webster. Is that one of the reasons ? 

Mr. Garretson. That reason could not exist at all as far as the 
Congressman is concerned, to a member of a law-making body, to use 
the term you did. 

Mr. Webster. Mr. Garretson, do you not know that the reason it 
is unlawful and subjects one to punishment for contempt to under- 
take by threats to coerce the judicial action of a judicial tribunal, is 
because that sort of thing has been found by experience to be detri- 
mental to the fair and decent administration of justice? Is not that 
the fundamental reason for the law ? 

Mr. Garretson. The fundamental reason was to prevent tamper- 
ing with the judge precisely as the law prevents tampering with a 
jury. 

Mr. Webster. Then assuming that I, as a Member of Congress, am 
engaged in the task of making a law for that judge to construe and 
applv, is it not equally as un-American, equally iniquitous, equally 
conducive to corruption in my instance as it is in the case of a court ? 

Mr. Garretson. It is not. 

Mr. Webster. Why not ? In other words, please tell me the dis- 
tinction you make between the right to threaten a court and the right 
to threaten a Member of Congress. 

Mr. Garretson. I want you to make this allowance ahead of time. 
If I have got to discuss a question with you I have got to discuss it 
in my own way, you know, and I do not want you to think there is an 
offensive desire or intent. But your logic is utterly faulty in arriving 
at that conclusion from my standpoint. 
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When the law is passed, good, bad, or indifferent, it is the duty of 
every citizen to observe it. Before the law is passed, you, as a Con- 
gressman, are the delegated agent of that man, and he has the right, 
and more, it is his duty to say to you that if jou give your support 
to the enactment of the law that he believes is pernicious, that he 
must of necessity withdraw from you the support that he has hitherto 

fiven, and if he even goes so far as to say that by such a course in 
is opinion you will demonstrate your unfitness to be again intrusted 
with delegated power from the constituency, he would couple it up, 
possibly, with the statement that if you were an aspirant for office 
in the future he would likewise consider it his duty to oppose you 
therefor, and I believe that he would be absolutely right, and the 
" Sovereignty that doth hedge about a judge' ' laclss a whole lot of 
hedginga Congressman. 

Mr. Webster. Because the sovereignty in the one case carries the 
force of the State back of it and in the other case it does not ? 

Mr. Garretson. That is all. You are the spokesman of the men 
and theiudge is the spokesman of the law. 

Mr. Webster. Let us carry your application, now, to its logical 
conclusion. 

Mr. Garretson. That is it. 

Mr. Webster. You say that a law, when once made, good, bad, 
or indifferent, is binding upon every citizen. 

Mr. Garretson. It is. 

Mr. Webster. And it is his duty to obey it. 

Mr. Garretson. It is. 

Mr. Webster. Is it not then highly important that the action of 
those who are to make laws should not be influenced by coercive 
threats ? 

Mr. Garretson. It does not matter what the form of expression 
may be, that can not affect the man's rights who you are representing 
to communicate to you not only his desire, but his purpose, if his 
desire is either not complied with or complied with. You would 
recognize his right to say to jou, "If you will support this you will 
for the future have my enthusiastic support, " and then you would say, 
"There is a mighty discerning citizen. ' 

Mr. Webster. Following your policy, now, that this was a proper 
procedure, that this is the proper kind of thing to be done when it 
relates to the making of laws, and that a man who sends out such a 
letter as this is within his rights,, suppose another organization would 
write me a letter and tell me that the railroad brotherhoods are saying 
that, "If you do not indorse the Plumb plan they are going to brand 
you in a class with the pro-Germans, the aliens, and the anarchists, 
and they are going to post you throughout the length and breadth of 
the land as an undesirable, and they aregoing to label you as one who 
denied the light of labor to equality. We have an organization back 
here that is interested in that measure, and if you do give away to 
the demand of the brotherhoods we will kill you." 

Mr. Garretson. Yes ? 

Mr. Webster. Would you indorse that ? 

Mr. Garretson. I would not indorse that for the reason that that 
is the assertion of a purpose to commit an illegal act, a crime. 

Mr. Webster. Is it not an illegal act to post a man throughout the 
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length and breadth of the land as no better than an alien, a pro- 
German, or an anarchist? Is not an honorable man's reputation 
worth more to him than his life ? 

Mr. Garretson. I would hope that it was. 

Mr. Webster. Will you answer me that, is not an honorable man's 
reputation worth more to him than his life ? 

Mr. Garretson. If it is not, it is an infernally poor reputation. 

Mr. Webster. That is what I say, Then, if ^ou indorse blasting 
his reputation, do you indorse taking his life ? 

Mr. Garretson. Why, now, if you will just remember the one 

Mr. Webster (interposing). No; answer me the qaestion. Never 
mind what I remember. Do you indorse that kind of a threat ? 

Mr. Garretson. I do not indorse that phase in the letter, and I 
have told you so 30 times. 

Mr. Webster. Do you indorse that kind of a threat? 

Mr. Garretson. I do not indorse the posting. 

Mr. Webster. But do you indorse branding me and classing me as 
an alien, an undesirable, an anarchist, and a pro-German ? 

Mr. Garretson. If I said you were un-American, I would say all 
those things. 

Mr. Webster. Then you do say now, assuming that a man's 
reputation has as much value as, or more value than, life, that you 
would indorse the sending of a letter telling me that if I did not ao a 
particular thing as a Member of this Congress that they would blast 
my reputation? 

Mr. Garretson. No; I distinctly disavowed it, because the killing 
is a crime. It is a crime to kill anybody, and it is just as much crime 
to kill a Congressman as it is to kill anybody else. I absolutely 
believe that, too. 

Mr. Webster. Now, Mr. Garretson, crime is what the State 
recognizes and defines and to which it attaches a penalty ? 

Mr. Garretson. That is it. 

Mr. Webster. All things immoral and wrong are not crimes, are 
they? 

Mr. Garretson. They are not legal crimes; they are merely moral 
crimes. 

Mr. Webster. There are not any crimes except legal crimes, are 
there? 

Mr. Garretson. That depends on which interpretation is made by 
the dictionary you accept for the word " crime. 

Mr. Webster. Crime is an act that is defined by the law and the 
doing of which carries with it a punishment. 

Mr. Garretson. Sure. 

Mr. Webster. Then it must be legal ? 

Mr. Garretson. Well, there is a spiritual state, though, as well as 
legal. 

Mr. Webster. We do not speak of spiritual crimes ? 

Mr. Garretson. The church describes a number. 

Mr. Webster. We are talking about it then in the legal aspect. 

Mr. Garretson. The legal aspect only. 

Mr. Webster. Do you indorse, whether it is according to your 
judgment criminal or not criminal in the technical sense 

Mr. Garretson. Do I indorse what ? 

Mr. Webster. I am just going to state to you. Take an organ- 
ization, such as I have supposed, writing to a Member of Congress 



782 RETURN OE THE RAILROADS TO PRIVATE OWNERSHIP. 

a letter telling him if lie does not pursue a particular course of 
action or official conduct they would take his life — leave out the 
criminal aspect of it now entirely. 

Mr. Garretson. I have never — well, in a personal sense I am by 
birth a Quaker and I do not believe in killing. 

Mr. Webster. I do not know of anybody that particularly 
enjoys it. 

Mr. Garretson. I have seen men that did. I lived on the frontier 
15 years. I saw men that enjoyed it if they could do it safely. 

Mr. Webster. Has that anything to do with your present view? 

Mr. Garretson. I do not know whether it has or not. I think I 
had the view before I knew the men, but here to talk about indorsing 
any body of men sending word to another that they will kill him 
seems to me far fetched. I have never been able to establish for 
myself such a reputation for personal courage such as would class me 
among the killers. 

Mr. Webster. You said just a moment ago that you thought a 
man, an honorable man, valued his good name more highly than h3 
did his life? 

Mr. Garretson. Yes. 

Mr. Webster. And you approve a plan which seeks to deprive a 
man of his good name, yet you say you will not indorse a plan that 
would deprive him of the less valuable thing, his life? 

Mr. Garretson. I do not recognize the right of any human to 
deprive me of my good name. I care more for the respect of Garret- 
son than I do for hell assembled. I am the arbiter of when my good 
name is gone. As long as my conscience is clear and my respect for 
myself unimpaired my reputation is good. 

Mr. Webster. The distinction that I have always borne in mind 
between character and reputation is this: That a man's character is 
what he actually is. 

Mr. Garretson. Yes. 

Mr. Webster. And a man's reputation is what the people think 
he is. A man may be a very good man and have a very bad repu- 
tation? 

Mr. Garretson. Yes. 

Mr. Webster. He may be a very bad man and have a very good 
reputation. Now, the esteem in which Mr. Garretson holds Mr. 
Garretson, because of his peculiar knowledge of the workings of Mr. 
Garretson's heart, is his character, but the esteem in which the people 
who have not that inner knowledge is your reputation. No man on 
earth can take your character away from you, but it is an easy matter 
to take a man's reputation away from him. 

Mr. Garretson. The united press of this country, Mr. Congress- 
man, has attempted for 30 years to make me just the things you were 
called there and I have got a pretty fair reputation yet and I have 
got an infernally good character. 

Mr. Barkley. You do not mean you have an infernal good 
character ? 

Mr. Garretson. That is merely a matter of emphasis. I had to 
say to the President of the United. States once that when I got really 
interested I would swear, and had to apologize to him beforehand 
for doing so. 

(Whereupon, at 5 o'clock p. m., the committee adjourned until 
Tuesday, August 12, 1919, at 10 o'clock a. m.) 
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Committee on Interstate and Foreign Commerce, 

House of Representatives, 

Tuesday, August 12, 1919. 

The committee met at 10 o'clock a. m., Hon. John J. Esch (chair- 
man) presiding. 

STATEMENT OF MB. A. B. GABBETSON— Besnmed. 

The Chairman. You may proceed, Mr. Garretson. 

Mr. Garretson. Mr. Chairman, in following up the idea as to the 
revolutionary character of the various plans that nave been proposed, 
yesterday I touched upon the revolutionary character of the Plumb 
plan. Tjie fact is the revolutionary feature in all the other plans lies 
in the reversal of the policy of the Government from the protection 
of the public from the rapacity and extortion which had existed to the 
protection of the investor, and nothing could be more revolutionary 
than that. 

Here you have an interest advocating its rights not only to have a 

guaranty upon that which it has invested but upon that which has 
een given to it or which it has acquired, either legally or illegally, 
and saddling upon not only the present generation but upon posterity 
a return which will become a vested right if legislative action con- 
firms that request. 

It is true in regard to the investment in railways that if the Gov- 
ernment has an obligation to guarantee returns to the investor of any 
character, at the same time, followed to its extreme limit, every farmer 
has a right to come in and demand that the Government shall fix 
prices for his entire output; a thing that has never been done except 
in regard to one commodity, and that under a war emergency; and 
guarantees indefinitely that that shall be the price if it will yield a 
profit, and if it will not yield a profit on the investment that the price 
must be increased until it will yield a profit; and everything interven- 
ing between this, probably the greatest investment field in the world, 
the American railways, and the outlying farmer on arid soil is entitled 
to exactly the same thing. 

Talk about revolutionary features, there is nothing in the history 
of governmental policy that would equal the obligation that the 
Government would assume if it gave its approval to any feature of 
the character named. 

One of the features that would be advantageous to all concerned 
in the adoption of a plan like that which we have proposed lies in the 
fact that m the regulation of the railways and in the matter of the 
fixing of rates it would eliminate entirely the strife that has always 
existed as between the regulating power and those regulated. 

It wouldjbring the control of the railways and the controlling body 
representing the public into absolute accord, in a friendly endeavor, 
with a common purpose, to bring conditions about where they will 
operate only for that which they ought to operate — the public good. 

Now, there is no interest here represented or that will be repre- 
sented, whether in front or behind the bar, that should not have just 
one object in view, and that is the greatest good to the public. In 
whatever capacity we appear, we are members of that public; all 
of us, in one sense, in a dual character. I am here in one capacity, 
but at the same time I can not free myself from the condition of 
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being a member of the public. You, as legislators, are in exactly 
the same position, and the proponents of other plans are just as 
much members of the public as we are. 

No plan drawn by any one interest can, in its entirety as to detail, 
meet that interest without being tempered to a certain degree, and 
modified in accordance with the honest views of those who represent 
other interests, because I do not believe it is within the power of 
any man to free himself in a sufficient degree from the trammels of 
preconceived opinion or of self-interest, to cover the whole field, 
because that field is wide. 

Consequently, any method which will maintain the principle 
that is involved, that will nationalize the industry, is, from my own 
personal standpoint, subject to any reasonable modifications that 
will minimize the evil features from any man's standpoint that are 
therein, because I have never yet seen a perfect man, and if the 
combined effort of all interests could at least minimize those evils, I 
should be glad to see it accomplished. 

The difficulty * in operation under the present system has been 
that there was no certainty. Government control of railroads had 
never had in this country anything approaching a trial as to either 
its economy or its efficiency. Inaugurated under conditions where 
the private system had utterly and absolutely broken down — no 
practical man can deny it — it was taken up by the Government 
under conditions that were bound to demonstrate failure in both of 
those factors to a very large degree. Efficiency could noly be 
obtained in any degree by enormous expenditures. That is one of 
the factors which explains the present deficit that confronts us. 

Moreover, the public would do well to remember this: Exactly 
the same operating force created the deficit that prior to the taking 
over by the Government had created a surplus. 

There could be no working out of either efficiency or economy 
until certainty that the roads would not be returned or certainty 
that they would be returned had been established. 

When a Mohammedan prays he turns his face toward Mecca. 
When a railroad official prays he turns his face toward Wall Street, 
and until a condition was established that would have turned their 
faces toward Washington when they prayed, there would be no 
efficien<jy. 

Every element of passive resistance was enlisted to demonstrate to 
the country that Government control would not be an economical or 
an efficient success. 

Those officials are human just like the men who work under them. 
They were created out of exactly the same clay, and the best of them 
started in the ranks of the men. They are impelled by exactly 
similar motives. As long as they believe that their future lay witn 
the financial interests where they had formerly lain, just so long they 
would serve faithfully those interests, but rf it were once demon- 
strated that their future lay here, they would serve the Government 
just as faithfully as they have served their present masters. 

Some significance might attach to this fact: The members of the 
director general's staff were supposed to totally sever all relations with 
the corporations which they nad formerly served as presidents and 
vice presidents. Have you stopped to think that every man who has 
gone out of the staff of the director general has immediately returned 
to the former position which he held with that corporation. That 
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is a good, fair illustration of divided allegiance, and to the man who 
thinks, the creation of the present deficit is nothing in God's world 
but a fine demonstration, costly though it be, of the fact that Govern- 
ment operation can not and must not succeed. 

In an economic sense, nothing confronts this country of more 
importance than the growing capital account of the railways. Con- 
trast capitalization per mile of these railways 40 years ago with their 
capitalization to-day. Then contrast the capitalization here with 
continental or English capitalization, and you will find that there is 
a constantly growing capital account whicn must be met by a con- 
stantly increasing freight rate or passenger rate, and what is going to 
be the condition three generations ahead ? 

The Plumb plan utterly abolishes the capital account, if it works 
with any reasonable degree of success. The others add to it indefi- 
nitely until the grandchildren of the present generation will stagger 
under the load. 

As I stated earlier to. the man who approaches this question from 
the angle only of the public interest, and ne has no right to approach 
it from any other broad standpoint, which is for the public interest, 
to eliminate that burden and free men and economic processes from 
it, or to let it constantly mount until it shackles the effort of every 
citizen of the Republic. 

No industry touches every human in the same degree that trans- 
portation does. Every household in the land is a party to it and pays 
tribute to it, and the question involved is, Shall that tribute De 
increased or shall it be decreased ? The public pays in a variety of 
ways for the same thing. If rates are increased it pays the rate 
because it is passed on down always to the final. consumer. The cost 
of transportation is just what Asquith said in reference to the Eng- 
lish industrial act, in debating it. He said that "the blood of the 
workmen is a part of tho price of the finished product." 

The cost of transportation, the cost of labor, and the cost of mate- 
rials, is a part of the price of the finished product to the consumer. 
Everybody else passes it on, but the man who finally consumes it 
pays the total cost. He pays the cost of the article that he con- 
sumes, he pays the added wage, and he pays the added transporta- 
tion, in the cost of his article, and he pays it also, as an individual, if 
he transports either person or goods. 

At one time here, there was evidently confusion between both the 
witness making the statement and the member of the committee 
who was asking the questions, in regard to the Plumb plan being in 
any sense a wage measure. It stands in that relation exactly as any 
other bill does. It deals not with wages at all. It is only a question 
of ownership. But it does what no other measure does, and that is, 
outlines a plan whereby if such questions arise, they will be dealt 
with. It furnishes the machinery in a way that of necessity the 
others pay no attention to. 

Wage demand will come under any of these plans just as long as 
wage has not mounted in proportion as the cost of living or the price 
of commodities has mounted. Much has been said in the papers 
and is being said in jegard to the excessive wages that are paid to the 
railroad men. I am going to put in concrete figures just what one 
class of railroad men have gotten and you can verify the percentages, 
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just to determine relatively how the cost of living has mounted when 
wages have not even remotely kept pace therewith. 

In 1913 the freight conductors of this continent were paid — you 
will bear in mind that these figures can all be verified by just asking 
the question, and the other side of this controversy would not question 
the correctness of one of these figures — the freight conductors in the 
eastern territory were paid $4 a day for 100 miles, the two terms 
being interchangeable, in the western territory $4.18, and in the south- 
ern territory $4.10, an average of $4.10, to be exact, $4.09. That 
is not leading the average. To-day those men are universally paid 
$5.40, an increase of $1.30, 32 per cent increase on the $4.10, and 
every commodity that those men buy has increased at least 82 per 
cent. If we were to return to the wages of 1913, with the purchasing 
value added to the wage that it then bought, these men would receive 
an increase of 30 per cent thereby in actual value. That is the way 
wages have mounted, and every one of these figures is a matter of 
record on the books of the railroads of this country. 

The Chairman. That is the basic pay ? 

Mr. Garretson. Those are the sums then paid and the sums to-day 
paid. The other classes of railway service, that is, train and 
engine men; the engineer has received just about the same increase. 
You can not demonstrate it as exactly on account of the wages not 
being so nearly standardized as those of the conductors. The brake- 
men, switchmen, and firemen have received a little greater percentage, 
but no approximation of 82 per cent. Therefore, you can see why 
the wage demand still comes in. I am not citing the other classes, 
because I can not give those rates from memory as I can the others 
that I have dealt with all my life. 

Whenever action is taken that will bring wago and that which it 
will purchase within the reasonable old relation, then unrest in regard 
to the wage will cease; but it will never cease until then. 

Here is a peculiar fact. The wage system itself is absolutely 

Eowerless to cure this question, because it is only one step in what it 
as become popular to call " the vicious circle." If the wage of every 
human that works was increased to-morrow to $100 per day he would 
lose money by that, because the $100 would not purchase what his 
present wago will, bocause that profit would be levied upon the added 
cost of the commodities purchased, and as a result ho would be the 
loser thereby. When that is once attempted it brings to the atten- 
tion of Congress tho fact that this condition can never be remedied 
until private interests are put on tho same basis and tho same treat- 
ment is given to profits that is given now to usury. If a man loans 
you money, he must do it at the current rate or at the statutory rate, 
and if he exceeds that he is liable to punishment; but ho will turn 
around to an enterprise, and if you are the purchaser of the output 
of that enterprise ho may charge you 1,000 per cent and be morally 
and legally tree. Limitation of profit is the only solution of the 
high cost of products. 

At various times there have been ardent advocates of wage fixing 
by Government tribunal. I just want to call your attention to one 
feature of that. The fixing of wages by a Government tribunal, 
unless the price of every commodity that that wage will purchase is 
also fixed by a like tribunal, simply constitutes serfdom for the men 
who come under that wage, just as if the prices of commodities were 
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fixed without fixing the price of the wage. The commercial and 
financial burden would bo bestowed upon the producers of those 
commodities, because then it would leave the wage man free, if he 
had the power thus placed to get the price that ne desired for his 
labor without in any way affecting the price of the things he had to 
purchase. One is a natural concomitant of the other, and one can 
not consistently be done unless the other is done. Please do not 
gather from this that I turn a believer in fixing the wage by a Govern- 
ment tribunal, because I am not, but if that is done it can only be 
consistently done both ways. The result would be the fixing of the 

Surchasing value of the dollar arbitrarily and regardless of the 
uctuations. The special effort about monej in an the ages has 
been to get stability therein. The fact is it is no more stable than 
it was. It is the price of money that really fluctuates instead of the 
price of the things it buys; they remain fixed and the money goes 
up and down. 

Many objections have been urged against the details of the Plumb 
plan in regard to tho mako-up of its controlling body. Any make-up 
of the controlling body which will make every employee a full partner 
in tho sense of responsibility, in tho sense of efficiency, and in the 
sense of economy will bring a result that has never yet been attained. 
The greater responsibility that is placed upon a man the greater return 
you get for it in the way of development of the man. The trouble 
with democratic institutions is to inject the interest of the man in 
performing his full share of the duty that properly devolves upon 
nim. If you want to awaken the interest of the man so that he will 
assert and exercise the rights of citizenship, make him a partner in 
the enterprise, give him voice, and you develop his self-respect, you 
develop his sense of personal dignity, and you add to his powers, 
and thereby to his efficiency. What tho public desires is economical 
efficiency, and that is what the public is entitled to. I believe that 
no plan has so far been devised that will even approach this plan in 
developing that instinct in man to the degree that the public may 
avail itself of tho service. 

When the industrial commission was in session, among other 
things, the investigation de\ eloped the existence of the evil of seasonal 
or casual employment. Millions of men in this country follow 
pursuits that they can only follow for a limited portion of the year, 
so-called seasonal pursuits. The difficulty with the problem of un- 
employment is to connect the man with the job. If there are a thous- 
and men a thousand miles from where there is a dearth of men, it is 
the impossibility of economically getting the men to whero the work 
is that confronts any agency that attempts to deal with the problem, 
and yet that problem must be dealt with. There are places on the 
contment where employers testified that they arrange to have three 
men for every job, one man coming, one going, and one at work. 
You are somewhat familiar with that condition, Congressmen. Think 
of it, the entire labor turnover every week. That was the testimony 
of the employers themselves. A surplus of labor had been accumu- 
lated thero for the purpose of dominating the wage situation. A 
thousand miles from there there was work for those men. That is 
only one instance. There are thousands of precisely similar instances. 
Under the present svstem of railway ownership it is impossible to 
transport those men from one place to another under conditions that 
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furnish the solution of the difficulty; under Government ownership 
it may bo done, because, unless that question of unemployment is 
o\ ereome, thousands of those men and tneir families become subjects, 
for a portion of the year at least, of public support. The public 
owning the railroads could transport tnose men to where employ- 
ment could be found at a rate that would go far toward solving the 
•question of casual or seasonal employment. It can not be done under 
private ownership. 

The commission appointed a subcommittee consisting of the only 
two railroad men on the commission, Mr. F. A. Delano, who was 
formerly the president of the Wabash, and myself. Mr. Delano was 
intensely interested in a personal sense in the solution of the problem, 
but we ran against the provisions of the Hepburn Act and the condi- 
tions upon which it was founded and were compelled to throw up our 
hands and admit that under the present railroad conditions it was 
impossible to solve that one phase of the question. 

There is one point that I desire to impress upon the committee. 
The importance — and the importance of it is equal regardless of what 
plan may be adopted or whether the roads are simply turned back, 
without any plan — the importance of valuation." It does not 
matter whether the Plumb plan is adopted, the Executive's plan, the 
chamber of commerce plan, the Warfield plan, or simply a surrender 
of the roads, the problem of valuation stands out with equal promin- 
ence under any one of those courses. No determination that is an 
intelligent determination of rates can be made until valuation is 
established, because until \alue is ascertained, honestly and properly, 
it can not be determined what amount of return is needed. If the 
roads are to be taken over by the Government, the amount that is to 
be paid can not be determined until value has been ascertained. If 
even the pernicious system of guaranteeing was to be established and 
adopted, any such guaranty could not take place until the valuation 
was first established upon what amount guaranty should be given. 
In all the plans that are under consideration, in any solution of the 
problem that may arise, the prominence of valuation stands out in 
equal relief under any one of them. The statement made here by Mr. 
Plumb in regard to the conditions that exist in railroad organization, 
cited from Government authorities, altogether demonstrates the 
absolute necessity of valuation before any definite conclusion can be 
reached either in regard to payment or rates. 

Since the representative of the wholesale grocers was on the stand 
and left it, I have wondered if he realized how fully and completely his 
own line of argument demonstrated the desirability of the plan that 
we are presenting. Here, you find two parasitic interests— I am not 
using tnat word m its offensive sense — only that they are not, either 
of them, producers and they are engrafted on prices between the 
producer and the consumer, their profits are. Here are two parasitic 
interests quarreling over spoils and a division of profits. That is all 
there is in that claim. The wholesale grocers' interest suffers because 
the packers are invading their field with certain advantages that 
the grocers do not possess; in other words, special privilege, but the 
remedy advocated is that there must not be private ownership of the 
special forms of transportation. Every argument that is put up 
against the ownership of those private facilities by private interests 
applies equally in regard to the ownership of the roads by private 
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interests and the acquiring and operation by the Government itself 
through any agency which may Tbe devisea for the purpose. The 
cases are parallel as to the principles involved as between pure private 
ownership and pure Government ownership. 

Mr. Chairman. I will now yield to questions. 

Mr. Sims. Mr. Chairman, I want to ask Mr. Garretson a few ques- 
tions along the line of amortization. 

Mr. Garretson, is it not substantially true in every detail that all 
the capitalization that has ever been issued, bonds and stocks, with 
the exception of refunding issues, stands still as a charge upon the 
railroads of the country? 

Mr. Garretson. I think there is no question of it. If there has 
been any retirement, except, as you say, by refunding, I am not 
aware of it. 

Mr. Sims. That has been the policy adopted voluntarily and not 
the result of public regulation of privately owned corporations? 

Mr. Garretson. I think it has. 

Mr. Sims. Therefore capitalization has necessarily been pyramided 
and increased always from the beginning to the present ? 

Mr. Garretson. It has. 

Mr. Sims. With no amortization ? 

Mr. Garretson. If there has ever been any amortization plan 
put into effect by any railway it has escaped my notice. 

Mr. Sims. You have studied the otner plans that have been 
presented, and in speaking of plans I in no instance have reference 
to the bill introduced by the chairman of the committee 

Mr. Garretson (interposing). I have not myself. I have excluded 
it; I did in the record yesterday. 

Mr. Sims. It would be unjust to refer to it as a plan in comparison 
with the other propositions which they do call plans. Does any of 
the plans that nave been presented to this committee provide for 
either current or future compulsory amortization of capital charges ? 

Mr. Garretson. So far as I know, they do not. I want to say 
this in explanation. I have only had them read to me. That is 
on account of eye trouble, and have made no personal scan of them. 
I have heard them discussed, and if there is such a feature in them 
it has escaped my notice. 

Mr. Sims. If there should never be any compulsory amortization, 
the capital obligations must be increased ? 

Mr. Garretson. It would be absolutely necessary under any one 
of the plans, in my opinion, that have been proposed, with the sole 
exception of ours. 

Mr. Sims. Personally, I have been studying for years about how 
to bring about compulsory amortization, either through the private 
companies or through Government aid and assistance, and in my 
own study, with almost no help from those capable of rendering help, 
I reached the conclusion, before the Plumb plan was presented — 
several years before — that it was going to be absolutely necessary to 
amortize through the life of the issue of capital in the future so as 
to prevent the further increase of capitalization dependent uron rates 
for a fair return. I had reached that stage where I was individually 
of the opinion that we had reached the point where it was not only 
desirable but absolutely necessary that the Government of the United 
States should absorb the outstanding capitalization or the burden of 
it to the extent of the fixed property of the railroads. 
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Mr. Garretson. Judge Sims, it is only necessary to draw attention 
to this fact. Take the guaranteeing feature. You constitute thereby 
a new "vicious circle, to use the phrase going the rounds now, and 
every time that capitalization is increased it brings a new need for 
rate increase to meet that charge. 

If the economic theory advanced yesterday] is correct, that if rates 
go beyond a certain point they create a deficit by the fact that they 
stop the flow of commerce— m other words, become prohibitive in 
certain lines — then the "vicious circle" must suddenly take the place 
of that, and as the deficit grows rates must be increased and the rate 
increase must come from two causes or the Government has to resort 
to direct taxation to secure the money to meet the deficit. 

Mr. Sims. I had reached the point where I believed it was abso- 
lutely necessary in the public interest, as well as for the credit of the 
railroad comranies, that the capitalization should be amortized to the 
extent that it was represented in the real estate or any other fixed 
property interests of the railroad companies, either by forcing the 
railroad companies to do so or by the Government stepping in and 
doing so. Which is best for the public ? I have already reached the 
conclusion that the Government can do it economically so much better 
than the railroad companies could possibly do it, so as to make it in 
the interest of the public that the Government should amortize this 
character of property of the railroads.. My theory was this, that no 
tax should ever be collected upon a purely public utility to provide 
this guaranty by law. Now, I can see no possibility whereby the 
railroads can amortize this property by reissuing securities containing 
a sinking-fund provision without substantially increasing their rates, 
because of the fact that the railroads themselves, even when com- 
bined, have no power on earth to exempt their issues from taxation 
or their properties from taxation. Therefore they could not do that 
as cheaply and as economically as the Government could do it for 
them. 

My theory, without going into detail, was to acquire the fixed 
property of the railroads and issue 4 per cent nontaxable bonds, and 
invite them to give in exchange their property, or to exchange the 
bonds for money, the money to De given in exchange for the property. 
Three per cent of that would go to the Government for the payment 
of interest upon the obligations assumed, and 1 per cent would con- 
stitute the amortization sinking fund. That would represent the 
4 per cent. Then 75 per cent of the' burden of the railroads would 
be taken off of the railroad service earnings. That is about the extent 
of the difference between what it would cost the railroads to secure 
capital and what it would cost the Government to secure it. Then, 
just as soon as any portion of that capital represented by the bonds 
of the Government was paid off from the amortization fund, the 

Eroperty to that extent would be amortized. In a reasonable time, 
y amortization, the fixed property would absolutely belong to the 
Government, and then the Government would not have to pay any- 
thing, not even maintenance charges upon that property. Now, I 
never did roach the conclusion, to oegin with, that it was necessary 
that the Government in owning this fixed property should provicfe 
for a single operating company, because, really, the Government 
might make a lease to the present corporations in charge of the opera- 
tions of these properties, and by a contract, at least, it could provide 
for basic fundamental regulations; but the railroads, as a matter of 
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course, would have to charge a rate that would enable them to 
amortize the equipment, which should take place during the reason- 
able. lifetime of the equipment, and which would not be a very great 
charge upon the traffic. Now, if in the past, from the beginning, an 
amortization charge had been compulsorily laid upon the railroads, 
this pyramid of capital, beginning with $100,000, perhaps at the 
bottom, and now naying a top represented by $20,000,000,000, 
would not exist. How long will it be able to stand without toppling 
over from its own weight ? How long can it stand unless some com- 
pulsory requirement is made compelling such amortization? That 
is the Sims plan in a nutshell, without going into the details of its 
Operation. That was the plan that I arrived at so far as I have gone 
in my investigations. Now, as a citizen of the United States and 
a Representative of one district, I will say that if the Plumb plan, 
in all of its purposes and details, is better for the whole public than 
my plan, then my plan should be discarded. If the Plumb plan is 
better than any plan offered by these other gentlemen, and offered 
honestly and sincerely, then their plans should go the same way; 
but if any of the other plans in the interest of the whole public are 
better than the Plumb plan, then the Plumb plan should go into the 
junk heap. That is absolutely my position, and I have no other. 
Now, ifyou are willing to do so, and do not consider it as antagonistic 
to the rlumb plan, I want you to state to the committee what you 
think is the basic and essential difference in the public interest in the 
operation of the Plumb plan and the operation of the plan for leasing 
the railroads to the existing corporations, with lease regulations that 
are compulsory in their general requirements. 

Mr. Garretson. So far as your plan, as you outlined it there and 
as I caught it, is concerned, as far as you go you are in absolute accord 
with the terms of the Plumb plan, but it adds certain details for appli- 
cation that you have not added. It goes further than, you do in pro- 
viding for one operating corporation, while your plan, if I understand 
it correctly, provides for a system of divided operation by the corpora- 
tions now in control. Now, has this occurred to you? When the 
amortization under your plan is complete, then the debt has been paid 
off, and where does the title lie ? 

Mr. Sims. In the the Government, to the property amortized. 

Mr. Garretson. I do not know whether it has occurred to you or 
not, but what would be the rosult, in a practical sense, of taking the 
Federal Postal System and breaking it up into 2,000 (I will take a low 
number) operating districts, not coordinated under a single control! 

Mr. Sims. I do not think it would be a single control, so far as the 
system as a whole is concerned, but in its local application I think it 
have an advantage. 

Mr. Garret son. Locally there might be some benefit, but trans- 
portation is not a local problem. It is a world problem. Every rail- 
way, every mile, and every branch, bears a distinct relation to every 
other part of the railroad system of the United States, just as every 
mail route is a part of a systematic and efficient whole. The railroads 
should be operated with a central direction, with a viow, not only to 
meet the local needs, but the wide transportation needs of the 
country. The fact is that you are going to have to guard yourself 
pretty close, Judge, because when you nave swallowed the hide you 
will come to the tail. You are getting so far along as to come 
dangerously near Government ownership. 
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Mr. Sims. The man who swallows the hide must necessarily take 
care of the tail, but would the tail govern ? 

Mr. Garretson. It does often wag the dog. It really appears to 
me that the answer lies in that postal illustration, because posta? 
efficiency depends on the fact that it is handled as a complete unit 
from the remotest mail route in Alaska to the extreme South, and its 
ramifications go even farther than that, into foreign countries. In the 
railroad transportation problem — and I say to you that a wider 
term should be used than railroad transportation — the conditions are 
the same, and in the plan that we propose every element of transpor- 
tation that is economical and efficient should be welded in with it. 
Water transportation and all other means must of necessity become a 
part of such a whole, if the service that the public is entitled to is to be 
rendered both efficiently and economically. 

Mr. Sims. Could not the Government, as the proprietor of three- 
fourths of the fixed property, and having the basic property upon 
which the equipment would rest, and having that unity of owner- 
ship, by a leasing contract to several opeating companies, carry out 
a general system of regulating transportation, both in the manner 
and quality of the transportation service rendered and in the rates 
charged, in cooperation with its other investments in the harbors 
and rivers of the country, which it provides for by public taxation 
absolutely with no return to anybody — could it under those condi- 
tions meet the situation ? I want to ask your view upon that. 

Mr. Garretson. Have you forgotten this ? It has not yet been 
touched upon. Have you forgotten that in leasing to these various 

Srivate corporations their desire for a lease is founded upon the 
esire to^make a profit? That pre fib is levied upon the public. 
Under tile Plumb plan the profit, if you describe the bonus as a 
profit, or the bonus that is pro video in the accumulation every 
year, that prcfit comes under the rate adjustments that may absoro 
it. In fact, it will even probably absorb the prospect, and if 
that prospect did not materialize, it might thereby create a slight 
deficit. But our plan eliminates profit upon transportation, ana it 
gives the resident of the South his foodstuffs grown in the North at 
a reasonable cost of production plus the actual cost of transportation 
to the point of consumption; and it gives the farmer of the North 
the citrus fruits of the South and other products that he requires at a 
reasonable cost of production at the point where produced plus the 
actual cost of transportation to the point where it is desired to be 
consumed or utilized. That is the difference between your plan 
and the Plumb plan, if I understand your idea, because I think you 
must certainly assume, as I do, that these private corporations 
must be actuated by a desire for profits, or they would not take a 
lease. 

Mr. Sims. And no other. 

Mr. Garretson. And no other. Further, when the Government 
wants to lease to these corporations, the leasing relation between the 
Government and the corporations is exactly the same as that be- 
tween one corporation and another corpoiation. In other words, 
the Government relinquishes the right to dominate the operation of 
the property. Your plan would furnish no means whereby a car 
shortage could be met by a pooling of the entire equipment of the 
country. You will find it just where it has been, where self-interest 
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and the desire to be in a position to meet their future competitive 
needs would not make possible the utilization of the entire wheelage 
of the country to meet the necessity in any one part of the country. 
The same amount of equipment under Government operation at the 
present time has been able to meet that need to a degree that it 
* never was met by private management. All of those factors neces- 
sarily must enter into it, because the whole problem of duplication 
exists, with its consequent wastefulness in expenditures. Now, I am 
denominating as wasteful that which is not needed. I do not mean 
it in the sense of extravagance, but if two cars are bought for service 
where only one may be profitably utilized, that purchase is wasteful. 

Mr. Sims. You think that in the interest of economy it k just as 
necessary to have unification in the ownership of equipment as of 
the other property ? 

Mr. Garretson. Absolutely; and you can not get full value out 
of it in use unless it can be controlled as one interest. 

Mr. Sims. Of course you have practical knowledge of the use of 
equipment that I do not have. 

Afr. Garretson. You could readily understand, even without prac- 
tical knowledge of operation, that if you simply set up a central 
bureau that can find out every empty car in New York State and send 
it to California without consulting anybody, it would be a better 
condition than if a local person in California, without authority in 
New York, should make the appeal for it. He might get it, or he 
might not. That i3 all there is to it. 

Mr. Sims. Of course, you have expert knowledge of the operation 
of the equipment, and certainly ought to be a better adviser on that 
than I am, because I have not that practical knowledge. 

Mr. Garretson. That certainly would be my judging on that 
point. 

Mr. Sims. Legislation, as you know, runs along the line of com- 
promise. 

Mr. Garretson. Yes, sir. 

Mr. Sims. There are some people in this country who are fanati- 
cally in favor of Government ownership, while there are others whom 
I regard as fanatically opposed to it. Between those two contend- 
ing elements I think that in these days of stress, when the railroads 
are crying out to know what they can do to be saved, a plan that 
would take three-fourths of the burden off of them would be a good 
suggestion. Under that plan they might be able by charging rates 
not exceeding what they have been charging, or perhaps, diminished 
rates, to -acquire equipment and amortize it during the life of the 
equipment. Then, there are a great many people who believe that 
there will be some political benefit or party ^benefit or party advan- 
tage in having so many thousands of employees of the railroads 
directly under Government control, as they call it, who would vote 
for one party or another just as that party or another might seem to 
be bidding for their votes. In order to remove that and give the 
greatest play to competition possible, and they can certainly better 
compete where the service has a less burden to bear, I suggested 
this plan, and I think there is nothing in it that is hurtful from the 
railroad operations standpoint if somebody should relieve them from 
some of tn3ir burden. I do not think it would be hurtful if it does 
not interfere with their efficiency and individual initiative. There- 
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fore, I took what you might call one step at a time. Then, after 
taking that step, it might appear unwise to go any further. 

Mr. Gabretson. Come in; the water is fine. 

Mr. Sims. It might appear after actual experience — that is the only 
true guido on the subject — that wo should go no further. If that 
should bo a success, if the rates were reduced, and competitive 
service was increased, or if all of the good and glory that should 
como from private ownership should remain, with all the substantial 
good of Government ownership combined with it, I beliove, regard- 
less of the fanatics, that something might be dono along that line. 

But, whenever I think about absolutely owning tho railroads and 
giving them to the corporations as we do in the matter of Govern- 
ment aid to the ordinary highways, $200,000,000, for which has just 
been appropriated — that is, to be absolutely given away, with no 
return whatever corresponding to the Government benefits, then I 
want to ask why should any man balk at Government amortization, 
or the carrying of three-fourths of the capital burden of tho railroads 
free from taxes, and at the lowest possible rate of interest? That 
might not strike the economic conception of some college-bred man, 
but I am unable to act upon their theories, because I have not their 
viewpoint, just as I have not your practical knowledge, but I know 
that I have one purpose, and that is to do what is best for the whole 
country, whether anybody makes money out of it, or not. I would 
like to see if it can be done — that is, transportation performed at the 
actual cost of performing it. Of course, the interest is a fixed charge, 
and will be until such time as thero is no interest to pay on the Gov- 
ernment's obligations. 

Mr. Gabretson. Until amortization has become effectual. 
. Mr. Sims. Yes. Now, there is another thing. My own view is 
that it is absolutely impossible for normal conditions to be resumed 
so long as abnormal burdens are to be borne and paid for out of 
taxation. If private values should suddenly drop to the prewar 
level, then every bond that has been issued by the Government and 
every other Government would become a double burden upon the 
future production of tho country, and as loijg as we have got to pay 
$4,000,000,000 a year out of taxes, somebody has got to be per- 
mitted to sell his products somewhat in proportion to the amount 
that has got to be raised by taxation. I do not look for any lower 
wages, and I do not see how it is possible for the railroads to finance 
themselves. Mr. Hill once said, and I heard him say it before the 
committee 10 or 12 years ago, that the railroads in the next 10 years 
needed to spend $1,000,000,000 a year. Now, comparing, the cost 
of labor and material at the present time with their cost at that time, 
and the cost of capital then with its cost to-day, tho same amount 
of actual physical improvement of the railroads would cost two and 
a half billion dollars of new capital or new money every year. How 
will wo ever get it in private competition with all of the other interests 
seeking capital on the basis of war condition opportunities for return I 

Mr. Gabretson. Judge, I am much obliged to you for appearing 
on our behalf. 

Mr. Sims. I am not appearing on "our behalf," unless by "our" 
you mean the people of the whole United States. 

Mr. Sanders of Indiana. Mr. Garretson, the real big question in 
the railroad problem is the fact that we have what is commonly 
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known as strong roads and weak roads, accompanied by another eco" 
nomic fact that we have to have uniform rates. If the Government 
simply owned the real estate, tracks, and fixed property, and we had 
private ownership of all the other assets of the different corporations, 
that problem would still bo with us, would it not? 

Mr. Garretson. Absolutely; destination and topography would 
still exist with common points as bases for rates. 

Mr. Sanders of Indiana. The operating expenses of some roads 
would be greater for the performance of the same amount of service ? 

Mr. Garretson. Eternally. 

Mr. Sanders of Indiana. We would have that eternal problem 
under the plan suggested by Mr. Sims, unless he went ahead, accord- 
ing to your opinion, and swallowed the tail. 

Mr. Garretson: And swallowed the tail — that is true. 

Mr. Sanders of Indiana. In your opinion, would you say that the 
rates fixed should be fixed by one body, or by one body as to a part 
of the rates and by 48 other regulatory bodies, under any plan ? 

Mr. Garretson. Now, let me see ii I understand you. By that 
question you mean, do I believe really in the elimination of State 
control ? 

Mr. Sanders of Indiana. Yes. 

Mr. Garretson. Absolutely, yes. 

Mr. Sanders of Indiana. Under any plan ? 

Mr. Garretson. Under any plan I am absolutely opposed to dual 
control of railroads by the States and b^ the Federal Government, 
This condition arises, and I am going to cite actual facts with which, 
probably, some members of the committee aro conversant: I know 
that the manager of a line of railroad under the statute made and pro- 
vided in the State of Arkansas must do a certain thing or subject him- 
self to fine and imprisonment, while in the State of Oklahoma if he 
does that thing he subjects himself to fine and imprisonment; and 
yet on one division of that road he crosses the border 11 times, I 
think, in 100 miles. Now, there is a condition and not a theory. 
There you have got from a wrong standard a requirement that creates 
an impasse. Illustrations aro usually made from extremes, and that 
is why I cite that as what can come under dual control as between 
two States. Consequently my experience has lod me to believe this. 
that the State should not be permitted to exercise any other control 
than a recommendatory power by its commission to the central con- 
trolling body in regard to local matters, because there the State 
should have a voice. That voice, however, should not be mandatory 
but recommendatory, and the power to make it effective should be 
lodged in the central control. You will notice that I am not a strong 
State rights man. 

Mr. Sanders of Indiana. Of course, if these additional duties 
were placed upon the Interstate Commerce Commission, it might be 
found that that commission as now composed would find it impossible 
for lack of time to consider all of the cases. What would you think, 
irrespective of what plan is adopted, of something in the nature of 
regional commissions to which a certain jurisdiction should be given, 
with, perhaps, a provision for a review of certain of their findings ? 

Mr. Garretson. With the functions now exercised by the Inter- 
state Commerce Commission, it not only utilizes its individual mem- 
bers to go out and hold hearings, but it utilizes inspectors for that 
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purpose, the inspector, I believe, reporting to the member of the 
commission having jurisdiction over the subject on which the hear- 
ings are held. As you know, they divide, and each commissioner has 
charge of a separate department. Then the commissioner brings the 
report of the inspector, with his approval or disapproval, to the atten- 
tion of the entire body when the body acts. 

It might bo necessary to add to the number of the commission, 
so that they, as individuals, would under certain conditions bo able 
to croate regional bodies, precisely as we "provide in this bill for 
district operating boards under the board of directors, and the same 
idea which you nave described as regional could bo applied to the 
Interstate Commerce Commission in giving them the power to croate 
those auxiliary bodies, or the law itself could croate them, if nec- 
essary, thus meeting the added work that would accrue to the com- 
mission. But you must bear in mind, Congressman, that with the 
transportation under Government control and operated by a cor- 
poration of the kind that we provide for, the business coming to 
the Commission in many respects would bo largely minimized from 
that which now exists. 

Mr. Sanders of Indiana. But, of course 

Mr. Garretson (interposing). It would still romain immense in 
volume. I do not want to give the idoa that its activities would 
coaso, bocause thoy will not. 

Mr. Sanders of Indiana. You would still have the long and short 
haul problem? 

Mr. Garretson. Yes, sir; and the inter-mountain rates. 

Mr. Sims. You would not have the long and short hatil unless you 
made differentials. 

Mr. Garretson. There would be enough left to furnish them with 
plenty of amusement, if not business. 

Mr. Sanders of Indiana. I want to get your construction of this 
proposed bill: You referred to labor disputes, and, in order to get 
a clear illustration, let us consider a labor dispute involving an 
increase in wages: Is it your construction of this bill that there is 
provided a tribunal which will finally determine the amount of 
wages that will be paid ? 

Mr. Garretson. It creates a tribunal that determines that 
amount. 

Mr. Sanders of Indiana. With the right of appeal ? 

Mr. Garretson. I will have to ask Mr. Plumb a question. I 
think it provides for an appeal to the board of directors, does it not? 

Mr. Plumb. An appeal to the directors in case no decision is 
rondored by the wage board. 

Mr. Garretson. Bear in mind, Congressman, I am compelled to 
ask that question because I do not see readily. 

Mr. Sanders of Indiana. That is all right. I want you to know 
fully what the bill provides because what I am aiming at is to get 
,your understanding of the bill. 

Mr. Garretson. Let me go to the heart of what you want to 
know. 

Mr. Sanders of Indiana. Yes. 

Mr. Garretson. You will bear in mind, I am not given to sub- 
terfuge. What you want to know is whother under any conditions 
a striko might take place if the employees refused to accept the rate 
of wage granted ? 
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Mr. Sanders of Indiana. That is what I am ultimately coming to. 

Mr. Garretson. Yes. 

Mr. Sanders of Indiana. Now, there is the right of appeal in the 
ovcnt of dissatisfaction. 

Mr. Garretson. Yes. It goes to the board of directors. 

Mr. Sanders of Indiana. Is it your understanding of this plan 
that when that controversy goes to the board of directors and is 
there adjudicated, it is final, from which no appeal lio3. 

Mr. Garretson. The board of directors. That is the court of last 
resort. 

Mr. Sanders of Indiana. Following that further, is it your under- 
standing then that it is binding on these employees who are interested 
in this corporation ? 

Mr. Garretson. It is if they remain in the service. 

Mr. Sanders of Indiana. Now, there will be organizations of these 
employees just as at present? 

Mr. Garretson. Just as at present, undoubtedly. 

Mr. Sanders of Indiana. Suppose that organization is presenting a 
wage controversy in the same manner as it is now being presented. 
Suppose they are asking for a 20 per cent increase in their wages and 
the board of directors, after examining and hearing all sides of the 
controversy, decide in the negative and refuses to give the advance 
in wages. Would that organization have the right under this law, 
not as individuals, because of oourse there is no question about their 
right as individuals to cease work, but would tnoy have the right 
under this law to issue an order from their offices saying that, ^Not- 
withstanding the final decision of the board of directors against us, 
wo will refuse to work for the wage and refuse to continue our work 
unless we have the 20 per cent increase" ? 

Mr. Garretson. I will answer that oategorioally, Congressman, ana 
then I want to explain what, in my opinion, the effect of the act will 
be. Under the act they have that absolute right. Their rights in 
that direction are in nowise impaired by the act; but I want to bring 
this to your attention, and you can draw on your own experience and 
your knowledge of men to know whether or not there is any force in 
the reasoning. Under this act every employee beoomos a partner 
*n the enterprise. Have you ever stopped to think that overy man 
who is serving this company is going to carefully study how his own 
interest is affected by tne action of any of his associates; that each 
is goin<* to be a spur on the efficiency of the othor, because the man 
at his olbow is working for him? Each takes up the employer relation, 
in a degree, and you will bear in mind that that is always so in a 
greater or lesser degree toward every other employee. Men pass and 
they are merciless judges of each other, either in the group or as indi- 
viduals. Any wage demand by any part of that body is going to be 
scanned closely by their associates as to whether or not it is meritorious 
That wage board will be made up of equal representation from the 
classified employees and the nonclassified employees. If a majority 
of that board refuses any part of the increase, or all of it, that pledges 
a largo body of the employees themselves to that refusal — you realize 
that — bocause those men on the wage board come right out of the 
ranks and are associated with those men, and are probably denomi- 
nated by the organizations of which they are a part. 

Mr. Sanders of Indiana. And they are subject to recall? 
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Mr. Garretson. Sure. .They are creatures of the mon below them 
to that extent. 

Mr. Sanders of Indiana. I want to be fair to the plan submitted 
by Mr. Plumb. He said he was not bound by that if a better plan 
could be devised. 

Mr. Garretson. Yes; but you are analyzing it as presented here. 

Mr. Sanders of Indiana. "Yes. . 

Mr. Garretson. Consequently you will see that if that body «f 
employees went on strike, in accordance with the provisions of the 
law governing them in an organization sense, they would find a large 
employee element who considered that their rights were being 
invaded, their interests injured by that action, and they would 
remain in the service and carry it on uninterruptedly. There is an 
element of ownership introduced into the individual hero which is 
going to minimize the probability of those occurrences taking place. 
In your lifetime, or mine, or in the lifetime of our children, we will 
never see strife eliminated althogether from industry because the 
human is going to be born who loves strife and will always start it. 
I do not expect for at least a year to see common assault altogether 
done away with in the country. 

Mr. Sanders of Indiana. But under your construction of the bill 
they would have the right to strike of they wanted to do it. 

Mr. Garretson. Let me draw your attention to this: The limi- 
tation on that right would come through the organization law. Bear 
in mind that the organization does not hesitate to curb the men. 

Mr. Sanders of Indiana. I am talking about the entire organiza- 
tion. 

Mr. Garretson. Yes; and I am drawing your attention to the 
safeguard that lies in the organization to winch these men belong, 
which docs not recognize the right to strike in the name of the 
organization until they do certain things. 

Mr. Sanders of Indiana. I am not referring to the whole organiza- 
tion. 

Mr. Garretson. So far as the individual right is concerned, it is 
in no sense limited by this bill, and it guarantees him the right to do 
collectively whatever he may do individually. 

Mr. Sanders of Indiana., i ou suggested that the corporation was 
not organized for profit. Is it your opinion that in the first year it 
would earn a profit 

Mr. Garretson (interposing). Frankly 

Mr. Sanders of Indiana (interposing). Let me finish my question. 
Speaking of profit as being the part that is to be divided between the 
employees and the Government. 

Mr. Garretson. You will bear in mind that the reason I do not 
describe that as profit is that it is an exact synonym for what is 
known as the bonus system used by efficiency experts. Some of 
those systems aro founded upon the agreements, the old agreements, 
that have been in effect for 30 years in the four transportation brother- 
hoods. They use a time bonus system. A man is paid at the rate 
I mentioned a while ago. I will illustrate from a freight conductor. 
He is paid $4.18 when he has given the company either 100 miles or 
eight hours of service. In other words, if he runs 100 miles in four 
hours, he receives a four-hour time bonus. That is based on the idea 
of efficiency. He did a day's work in four hours and therefore he 
has got it. The bonus here is founded on exactly the same idea. 
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If by efficient service at the rates lawfully established for trans- 
portation and at the wage rates predetermined, ho is able to create 
a surplus, he is entitled to one-half thereof as a reward for that 
efficiency, and then immediately a rate adjustment takes place 
which will absorb it. 

Mr. Sanders of Indiana. I understand your definition of profit and 
you understand what I mean by profit ? 

Mr. Garretson. Yes. 

Mr. Sanders of Indiana. Do you think during the first year of 
this Plumb plan there would be a profit as thus defined ? 

Mr. Garretson. Frankly, Congressman, I doubt if there would 
be in the first year. Now you will bear in mind my concept is founded 
altogether on practical knwledge. I am abolishing theories entirely 
from it. I am not pointing to the result that should be attained 
because I know how long it takes a large body of men to fall into the 
groove; I mean, to get their new machine oiled and working; the 
period of adjustment. 

Mr. Sanders of Indiana. If there was a deficit, that would not 
prove tho plan did not work. 

Mr. Garretson. It would not. 

Mr. Sanders of Indiana. In fact, we have had some deficits under 
governmental control, and if this plan went through and at the end 
of the first year there was a deficit of $100,000,000 that would not 
necessarily prove the plan was 

Mr. Garretson (interposing). It would not be proof that it was 
going to be a success if a surplus was created, oecause with the 
amount of money that is involved, a very little thing, in itself, could 
create either a surplus or a deficit; I mean, an unforeseen thing. 

Mr. Sanders of Indiana. And that poriod might extend over two 
or threo years. 

Mr. Garretson. It might, possibly, although I am of the opinion 
that in the second year you would begin to find what the result was 
of the practical working out of the plan. 

Mr. Sanders of Indiana. Ultimately, when the plan got to work- 
ing well, about what profit would you expect to have at the end of 
tho year? 

Mr. Garretson. Congressman, frankly 

Mr. Sanders of Indiana (interposing). In a general way. 

Mr. Garretson. I would not care to hazard a guess. I am per- 
fectly willing to accept Mr. Plumb's estimate along those lines as 
very likely to take place. My connection with railroad operation 
has not led me into any line of investigation as to tho future. I only 
deal with general averages of years and take the accomplished results 
instead of problematical occurrences. 

Mr. Sanders of Indiana. Of course, if there was a doficit in view, 
and any controversy with reference to an increase of wages was 
before the board, if that controversy involved an increase or if they 
had two controversies, one involving an increase for one set of 
employees, and another involving an increase for the other, if there 
was to bo a deficit, it would be to the personal advantage of tho 
employees to have an increase in wages rather than not to have it; 
is not that true ? 
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Mr. Garretson. That would be absolutely true of a series of 
deficits. It would not come into the same prominence with only 
one deficit. 

Mr. Sanders of Indiana. The employees are only to get half of 
these profits. 

Mr. Garretson. That is all. 

Mr. Sanders of Indiana. And any increase in wages, they get all 
of it. 

Mr. Garretson. They get all of it. 

Mr. Sanders of Indiana. As much as it is. 

Mr. Garretson. Yes. 

Mr. Sanders of Indiana. Therefore it would be to their personal 
interest, if there was to be a deficit in any year, to advance their 
wages because that would merely increase the deficit a little, and it 
would be more to their advantage than it would be not to advance 
them. 

Mr. Garretson. It would. There is no question of that fact. I 
mean, the fact can not be questioned. Has this occurred to you, 
though, Congressman: Bear in mind that a question often brings a 

Ehase of the question to mind that will explain the inquiry. It has 
een what has been regarded as an inexorable economic law that 
wages have always led prices downward and have always followed 
prices upward. That is an economic law that never, as far as our 
crafts are concerned, was violated until 1907. It was attempted 
then. I am speaking of the panic of 1907. But if you have been in 
any way a student of the industrial situation, you will find that there 
has never been what might be described as universal agitation for an 
increase in wages except when prices of commodities were fluctuating; 
I mean, largely and markedly fluctuating. When prices are stable, 
wages generally are stable. Men as a class do not fight for higher 
wages unless increased burdens are placed upon them. 

Mi. Sanders of Indiana. I am assuming the situation was such as 
to arouse a desire for an increase. 

Mr. Garretson. If prices increase, I mean, further, that condition 
would continue, or it will continue until commodity prices have 
reached a similar proportion to wage in its purchasing power that 
they maintained in the prewar period. That is a foregone conclusion. 
You will bear in mind I am not attempting to camouflage any con- 
ditions that may arise or to asseit that this law will act as a cure of 
things that it will not cure. 

Mr. Sanders of Indiana. I do not think you are. 

Mr. Garretson. I am not. If I can not deal with this openly 
and honestly, I won't deal with it. 

Mr. Sanders of Indiana. I am trying to get it clarified and I think 

{our statement helps to clarify it. You know the greatest criticism, 
think, of this proposed plan is this: There is provision for a board 
on which 10 of the 15 representatives are selected b v the class of 
people whose wage questions will be tried before them, and the 
question in my mind was whether the checks and balances were 
sufficient to get a just adjudication. Now, it was suggested by Mr. 
Plumb when I was interrogating him with reference to this proposi- 
tion, that if they created a deficit, that that would cause a forfeiture 
of the rights under the lease given to the corporation. 
Mr. Garretson. Yes. 
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Mr. Sanders of Indiana. And so far as I have noticed, the only 
provision for a termination of it 

Mr. Garretson (interposing). I think it is on the last page. 

Mr. Sanders of Indiana (continuing). Is in section 5 which pro- 
vides as follows: 

That the lease to the corporation shall be terminated by act of Congress whenever 
it shall appear upon evidence reviewable in the Federal courts that the foregoing 
provisions to be embodied therein shall not have been well and faithfully carried out. 

Now, it occurred to me that there might be a deficit the first year, 
there might be a deficit the second year, and even the third year ana 
the fourth year, or in any year, for that matter, and still the pro- 
visions of the act might not have been both well and faithfully 
carried out, and therefore it occurred to me that whenever there 
was likely to be a deficit, that the interests of the employees would 
always be to increase their wages, so far as pecuniary interest was 
concerned. Of course they mignt, on account of their broadminded- 
ness, refuse to do that, but I was dealing alone with the question of 
pecuniary interest of the different classes of employees. 

Mr. Garretson. I suppose, Congressman, that I approach the 
question with impressions or beliefs that a man who had not been in 
this or similar service would not have acquired,. The reason that I 
fear no collusion — I am not using that in an offensive sense — between 
the five men chosen by the official class and the five men chosen by 
the classified service lies in knowledge, not belief, but knowledge of 
the channels of thought as between the official mind and the employee 
mind. You take a man who is advanced from the classified ranks 
to an official position — and naturally I have personal knowledge of 
thousands of men who went that road — the man who has been an 
aggressive committeeman, and a mighty lot of them go to official 
positions, immediately becomes an aggressive official. He is just 
as intensive against the man as he was against the official; in other 
words, he thinks in official terms. That is even perfectly apparent — 
I can say this now that I am out of the harness as a labor official — 
when a man goes to the official stand in a labor union, he thinks in 
official terms, and I know, for I have been in the rank and file and I 
have been an official and am now again of the rank and file. The 
consequence is he approaches every question from a different angle 
to what the employee does, and that very chasm will remain under 
this system, and furnishes the safeguard against collusive action, 
either in wages or in other things; ana you will bear in mind that the 
average person, perhaps, would not have analyzed it as I have 
analyzed it, but ne recognizes its existence, subconsciously, and he 
makes allowances for it. The average railway employee despises the 
official who is incapable of maintaining discipline. He may love 
him but he has no respect for him and he won't put him in control 
of ah enterprise in which he, the employee, has a personal interest. 
There is the element of safety in this matter. 

Mr. Sanders of Indiana. Now, passing from a discussion of the 
Plumb bill, we are all interested, of course, in determining the 
proper plan to solve what we call the railroad problem. It will be 
several weeks before we get into that, but in the event the Plumb 
plan is not adopted, I am sure the committee would like to have any 
suggestions you have with reference to legislation in the interest of 
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the men whom you represent. Is there any other legislation that 
occurs to you would be helpful ? 

Mr. Garretson. Mr. Congressman, you will bear in mind this: I 
want to .answer your question frankl/and in no sense mislead you, 
but having retired from the control of an organization, I am not 
cognizant of any definite legislation that railway employees might 
be considering, but I do not think that they have any definite pro- 
gram at the present time to present in any other direction, tike 
every other citizen of this Republic, you will bear in mind that they 
are most intensely interested in what constitutes the heart of this 
whole problem, the cost of living. They are not interested in that in 
the character of railway employees but in their character as citizens. 
Anything that settles that problem inures to their benefit exactly 
as it does to any other citizen. This is only one of the factors in 
that, and I am only authorized to speak for the brotherhoods that I 
represent in this instance, on this one problem, but I am saying to 
you frankly and honestly that I have no knowledge of any definite 
program in any other direction that they have. Circumstances 
might lead them, if a certain conjunction of proposed legislation 
justified it, to introduce some specific measure to which they were 
pledged. In a general sense, they are interested in many things. 
For instance, immigration, just like all working men are interested 
in it, but that can not be classed 

Mr. Sanders of Indiana (interposing). I had reference to railroad 
legislation. 

Mr. Garretson. I do not think there are any specific measures 
under consideration of any particular nature. 

Mr. Cooper. I would like to ask Mr. Garretson a few questions. 
Mr. Garretson, you mentioned a few moments ago the wage adjust- 
ment board which is contemplated under the Plumb plan. In case 
some other bill was adopted by Congress, say, for instance, the Esch 
bill, do you think it would be advisable to nave a wage adjustment 
board appointed consisting of five members of the classified em- 
ployees, nve from the official employees, and five appointed by the 
rresident. 

Mr. Garretson. In answer to that, Mr. Cooper, I can only say 
this: This is a continuation of the present means that have been 
adopted while the railways were under Government control, for the 
adjustment of wage disputes, and was devised by the Railroad 
Administration ana the brotherhoods, and it was adopted from the 
old plan that was in effect between the four railroad transportation 
brotherhoods and the railway companies by agreement prior to that 
time. We had, prior to the taking over of the roads by the Govern- 
ment, what was known as the Commission of Eight. That did not 
determine wage questions but did determine certain other disputes. 

That board nad been created by agreement between what is known 
as the conference committee of managers for the entire country and 
the four transportation brotherhoods, and to them was referred 
interpretation of certain agreements which had been entered into 
between the four brotherhoods and the conference committee repre- 
senting all the railways of the country; that is, all the larger prop- 
erties. When the Government took control of the railways, we were 
summoned to Washington three or four days afterwards, and wo 
made the proposition — that is, just the four transportation broth- 



RETURN OF THE RAILROADS TO PRIVATE OWNERSHIP. 803 

erhoods — to the director general himself that two boards should be 
created; one the wage board having jurisdiction of those questions, 
and the second a board of adjustment for settling all disputes that 
might arise upon, any railroad. Those boards were created, and later 
on three of those boards of adjustment were created, and each deals 
with certain classes of sorvice. No. 1 deals with the four railway 
brotherhoods, No. 2 deals with, I think, the shop employees and 
certain other organizations, and No. 3 deals with various other serv- 
ices. This continues and perpetuates those boards. Those boards 
are the result of the combined, best judgment of the employees and 
the managements, and they have very largely minimized trouble 
on the lines. They have not been perfect. Trioy have not abolished 
trouble but they have reduced it to a very considerable extent when 
you take into consideration the period of unrest through which they 
nave existed. I doubt the advisability of instituting by law a com- 
mittee of that kind, if the properties are to remain m private man- 
agement, because the best results, in my opinion, can be obtained by 
voluntary arrangement between the private employer and employees 
better than can l>e obtained by Government interference, unless the 
Government is prepared to take it over and assume responsibility. 

Mr. Cooper. We have had private management, nave we not, 
Mr Garretson, under Government control ? 

Mr. Garretson. In one sense, yes; absolutely so. 

Mr. Cooper. And you think that these boards have rendered 
valuable sorvice ? 

Mr. Garretson. I do. 

Mr. Cooper. The point I am trying to make is, in case the Plumb 
plan is not adopted Dy Congress, "why would it not be a good thing 
to maintain those boards? 

Mr. Garretson. I am of the opinion — you evidently do not get 
my whole viewpoint — I am of the opinion that the board of wages and 
working conditions may not be continued, but the board of adjust- 
ment, in my opinion, would be continued; but it will be continued, 
and of necessity, in my opinion, should be voluntarily continued. 
Bear in mind I approach it from exactly the samo angle that I ap- 
proach arbitration. I will never give my support and adhesion to 
compulsory arbitration. 

Mr. Cooper. You do not believe that any such board ought to 
be creatod by law ? 

Mr. Garretson. I do not. 

Mr. Cooper. That is what T wanted to get your opinion on. 

Mr. Garretson. It is voluntary action that is binding upon the 
conscience of men and not compelled action. 

Mr. Watson. Mr. Garrison, your statement indicates you are 
familiar with the railroad systems of this country as well as those of 
others. Will you acknowledge that our system is greater than any 
other? 

Mr. Garretson. I think that the greatest financial interest and the 
greatest industrial property in the world is the American railroads. 

Mr. Watson. The American railroads then have done much to aid 
in the development of our country ? 

Mr. Garretson. That is a truism; yes, sir. 

Mr. Watson. And they have been developed under the past policies 
of the railroads. Why not continue those policies if we have the 
greatest railroad system in the world ? 
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Mr. Garretson. I was using "greatest" in the sense of extent and 
capitalization. 

Mr. Watson. I was speaking of the service to the public. 

Mr. Garretson. As to the service to the public, I think it is as 
good as is given anywhere in the world. 

Mr. Watson. Wny not continue the same policies ? 

Mr. Garretson. Because it is becoming to costly to the public 
and because, I believe, that the public is entitled to wnat it has never 
had, cheaper service and still better service. 

^ Mr. Watson. Have not the railroads been developed under indi- 
vidualism in this country ? 

Mr. Garretson. They have been developed by individualism and 
Government grants or State grants, largely. 

Mr. Watson. They have not been developed under public control ? 

Mr. Garretson. They have not until that form of government con- 
trol which gave protection to the public became necessary. Then 
governmental regulation stepped in and limited the type of individ- 
ualism that was then existent in the management. 

Mr. Watson. Government regulation and Government ownership 
are two propositions. The railroads have been under Government 
regulation more or less ? 

Mr. Garretosn. They have been of late years; they were not in 
their inception. 

Mr. Watson. You do not believe that the railroads could be 
developed in the future under individualism ? 

Mr. Garretson. I do not. 

Mr. Watson. You are in favor of a revolutionary system, bringing 
everything under nationalism ? 

Mr. Garretson. I am in favor of a plan that is the least revolu- 
tionary of the four presented. 

Mr. Watson. I think you stated that it was necessary to awaken 
the interest of man that he may develop and be of benefit to civiliza- 
tion. Is not this a case that is entirely contrary ? 

Mr. Garretson. The best type of nationalism is that in which 
every individual takes an active working interest in all the affairs 
of the Government, and I think you will find this, Congressman, 
that where there is the liveliest and most intense individualism on 
the part of the individuals there is where you find the most active 
participation in Government affairs and the greatest amount of 
democratism in it. The most passive citizenry the greater autocracy 
of the ruler. 

Mr. Watson. I am not convinced that we have arrived at a stage 
in our country's history when we must give up individualism in 
favor of nationalism ? 

Mr. Garretson. There are many men in this country who are 
not convinced, also. 

Mr. Watson. I recognize that there are a great many people in 
favor of your plan and some of them may favor it seriously. I do 
not know. Wnen we surrender individualism in a new country like 
ours, and adopt nationalism, it indicates a weakness in her people. 
There is no countr} 7 that I know of that has developed under national- 
ism like we have under individualism. 

Mr. Garretson. There is nothing that has ever been presented 
to the legislative body of this country that will accentuate indi- 
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vidualism to the extent that the bill will. That offers every induce* 
ment to intense individual effort to make it a success, and it holds 
out a hope to every individual in the country that he will be able 
to secure that which he is rightfully entitled to, transportation 
without cost and without tribute levied therefor for the benefit of 
a group at the expense of the many. Railway financing as it has 
been carried on in the last 50 years would loot a world, and now it 
wants its right thereto confirmed and made vested by legislative 
action. The man who took my watch from me last night ought to 
come to me, on the same basis, and demand a bill of sale for it the 
next morning and ask to be paid for taking it away from me. 

Mr. Watson. Do you not think that under individualism the 
workmen of this country have risen to a higher state of efficiency 
than any other workmen in the world ? 

Mr. Garretson. They have gone far beyond any other workmen 
in the world. 

Mr. Watson. They have supplied over $1,000,000,000 and they 
are now capitalists. Have not the railroad men subscribed to more 
Liberty and Victory bonds, according to their number, than any 
other class of workmen ? 

Mr. Garretson. They have. 

Mr. Watson. Therefore, they are capitalists ? 

Mr. Garretson. They are capitalists and they want to be more 
capitalists. They want a chance to buy bonds that will pay for the 
railroads, and they will buy vast amounts of those bonds. There 
was a statement made the other day about the railroad employees— — 

Mr. Watson (interposing). Did they not acquire the position 
they hold under a system of individualism ? 

Mr. Garretson. I beg pardon. Every dollar which paid for 
Government bonds they got through the increases given under 
Government control. It is claimed that that was one of the factors 
for which the Government is responsible. That is where the money 
to buy bonds came from. 

Mr. Webster. A few moments ago when dealing with the question 
of the average pay of the conductors and firemen in 1913 as against 
their average pay in 1919, in answer to the Chairman's question you 
stated that your figures were based on basic pay. Is that right ? 

Mr. Garretson. I so described it. 

Mr. Webster. That is an elusive term to me. Will you tell me 
how much the average railroad conductor and fireman received in 
his monthly pay check in 1913 and the amount he receives in 1919 i 

Mr. Garretson. The elusive term, you will bear in mind, does not 
go to the fireman, just for the conductor because I can quote the 
conductor's rate right off the tip of my tongue. I can not quote the 
fireman's pay. 

Mr. Webster. I thought you added the fireman 1 

Mr. Garretson. No. 

Mr. Webster. Then, confine it to that class. 

Mr. Garretson. The conductor is a piece worker. # If he runs 100 
miles in a month his month's work is $4.18 or was in 1913. Every 
freight conductor employed on a trunk line west of Chicago and New 
Orleans and Port Arthur and Canada received $4.18 for every 100 
miles of run. There is no monthly guarantee to freight men, with the 
exception of possibly five roads, where there is a local arrangement 
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to the effect that he gets so many miles per month, but he is a piece 
worker and he takes it as it comes. In other words, he may only run 
100 miles. In 1913 the freight conductors probably averaged, day 
per day, that is, 100 miles per day in the month, and in that event his 
monthly pay was 30 multiplied by $4.18 and that was his pay check, 
assuming that he earned no extra, and that is all problematical be- 
cause neither the railway company nor the man himself can tell any- 
thing about when he will make overtime or whether he will earn it. 
If he is on one class of train, in the vernacular, on a" red ball*" or 
"green ball," he will not earn any overtime, and if he is on a "drag" 
he will earn it every trip. 

Mr. Webster. 1 can get at what I want if you will give me the 
average monthly pay check. 

Mr. Garretson. I will give it in 1913 as 30 days per month, which 
would be $125.40. 

Mr. Webster. It is your idea that the average conductor in this 
country received in 1913 that amount of money? 

Mr. Garretson. The average freight conductor probably received 
between $100 and $140. 

Mr. Webster. What is the average freight conductor of the same 
class receiving now ? 

Mr. Garretson. He is receiving at the average of $5.40 in place of 
the average of $4.18 and if he runs the same amount he will get 30 
times that. 

Mr. Webster. That goes back to the idea of the basic pay? 

Mr. Garretson. I use the basic pay because in our service, and 
this applies to all four of the brotherhoods, the basic element is the 
day's pay, because that is a minimum day, 100 miles or less. There 
is provision in all of them, "100 miles or less, eight hours or less shall 
constitute a day." That is basic. Everything in the contract is 
based upon the daily rate of pay or 100 miles rate of pay, which it 
really is. Therefore, to us, tnat is basic, because by Deing that it 
can be broken by demand for special service and is founded on that 
and is paid a pro rata, one-eighth of that per hour. That one class 
of service that does not receive what is known as punitive overtime — 
time and a half. 

Mr. Webster. We have scientific figures giving the relative pur- 
chasing power of a dollar between 1913 and 1919. I want to know 
how many dollars they had in 1913 and how many they have in 1919 ? 

Mr. Garretson. For exactly the same amount of work, which is 
the only way it can beproperly approached, he received $125.40 for 
3,000 miles in 1913. That is a month's work. At the present time 
the amount that he would get is $162. If he had an increase in rate 
commensurate with the admitted advance in the cost of living — 82 
per cent as the minimum — he would have been entitled to an advance, 
if he got the 82 per cent increase in pay, which would equalize the 
purchasing power, I think you will admit. 

Mr. Webster. That depends on the facts. What I am asking you 
is, is it your statement that the average freight conductor operating 
trains in this country is now receiving $160? 

Mr. Garretson. x es, sir. 

Mr. Webster. That is his average monthly pay check ? 

Mr. Garretson. If he does a month's work, 30 days, and 3,000 
miles. 
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Mr. Webster. Regardless of what he does, what is the average 
monthly pay check? 

Mr. Garretson. Take this factor into consideration. If he runs 
only 1,000 miles during the month, then he only gets 10 times $5.40, 
$54, that is his monthly pay. 

Mr. Webster. That is theoretically ? 

Mr. Garretson. That is not theoretically, but is actual. 

Mr. Webster. Do you know in fact how much the average freight 
conductor received in 1913 in money and how much the average 
freight -conductor is receiving in money in 1919? 

Mr. Garretson. If you will just take this into consideration: All 
of the agreements on every line almost contain a proviso that if crews 
are making less than 3,000 miles per month crews will be dropped off 
until they can make approximately 3,000 miles, because that is recog- 
nized as an average month's work. I think that 3,600 is about the 
extreme top $nd probably 2,600 the bottom limit. If his wage, in 
its purchasing power, was keeping pace with the increase of com- 
modities, he ought to have had about $7.64, whereas he only receives 
$5.40. Therefore he has advanced 32 per cent since 1913 in the 
amount of wages he receives, but he has to pay an 82 per cent increase 
in the price of the commodities which that wage purchases. 

Mr. Webster. I think, in the colloquy between Judge Sims and 
yourself, you made the statement that there was absolutely no limit 
upon the Federal Government's power of taxation, did you not ? 

Mr. Garretson. I said that I so understood. 

Mr. Webster. As a lawyer, it is my understanding that there is a 
very specific limitation upon the Federal Government's power of 
taxation; that it is limited to the requirements of the Government 
and that there is no power in the Federal Government to levy taxes 
merely for the sake of levying them. • 

Mr. Garretson. That is one legal opinion which I have got without 
paying for it. 

Mr. Webster. Do you disagree with that? 

Mr. Garretson. No, sir; I do not. When I am buying legal 
opinions I take them at the price set. I want to say this: That is a 
question that the lawyer I hire will have to deal witn. 

Mr. Webster. It was stated by Judge Sims, and you acquiesced, 
that if the railroad property of the country was taken over by the 
Government and was removed as a subject of taxation, that the bonds 
bearing a very low return would be attractive, because they would be 
relieved from taxation, Federal, State, and municipal. Assuming 
that the power of taxation is limited to the requirements of the 
Government, would not a similar' amount of money that would have 
been received upon the railroad property if it had been subject to 
taxation, have to be levied and spread over the reamining taxable 
property of the country ? 

Mr. Garretson. There is no doubt of that. 

Mr. Webster. Then it is simply taking off at one place and putting 
on at another i 

Mr. Garretson. It is better to take it off and put it on at another 
place than to put it on two or three places. 

Mr. Webster. But we must not understand that that relieves the 
public of any burden ? 
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Mr. Oarretson. It will certainly relieve the public of a burden, 
if it will not relieve them wholly free from a certain amount of the 
burden. 

Mr. Webster. You say that transportation enters vitally into 
everything that the average American consumes and uses ? 

Mr. Garretson. It does. 

Mr. Webster. And the power of rate making has been stated by 
Mr. Plumb to be very similar to the power of taxation ? 

Mr. Oarretson. It is. 

Mr. Webster. If you levy this increased taxation upon the public 
and that identical public is the public that is getting the benefit of 
the reduction in rates, they are simply coming out the same place 
they went in, taking off at one place and levying it at another ac- 
complishes nothing. 

Mr. Oarretson. Have you figured any public burdens on the 
amount involved in other plans, in the guaranteeing? 

Mr. Webster. I am not advocating any guaranty. 

Mr. Oarretson. I would not make so heinous a charge against you. 

Mr. Webster. I hope you will not. 

Mr. Garretson. I would not, but I want to draw your attention 
to the relative burdens which these plans propose. I say to you that 
the saving to the public in the matter of freight rates is greater and 
far more important than the difference in the taxes levied. A tax 
levy only falls upon those who have propeity. It utterly frees a man 
who has not property, because the tax is upon property. We have 
only one tax which is a universal levy. 

Mr. Webster. Just one more matter, and I am through. 

It has been asserted here, Mr. Garretson, that the Plumb plan 
rests upon the fundamental principle of democracy, justice, and 
equity to all, special privileges for none. You indorse that i 

>Mr^ Garretson. Absolutely. 

Mr. Webster. One of the prominent features of the Plumb plan 
is the constitution of a corporation whose board of directors shall 
consist of fifteen members ; five shall be chosen by the President to act 
primarily, I assume, in the public interest; five to be chosen by the 
classified employees, to act, 1 assume, primarily, in their interest, and 
in the intermediate five are to be chosen from the managerial or official 
employees of the roads. Let us assume that the five appointed by the 
President are 100 per cent loyal to the public, that the five appointed 
by the classified employees are 100 per cent loyal to those classes, and 
the intermediate five we will call a fifty-fifty class, and they are 
equally loyal to the public upon the one hand and to the employees, of 
which they constitute a part, upon the other. That would mean 
seven and one-half votes on one side and seven and one-half votes on 
the other. We have in this country about one hundred and ten mil- 
lion people. I understand it to be fairly accurate to say that for 
every five there is an adult or head of a family. So we would have 
22,000,000 male adults in the country. That, of course, would 
include railway employees. So, we will deduct them. That will 
leave 20,000,000 male adults in America not interested primarily in 
the operation of the railroads, and we will have in round numbers 
2,000,000 railroad employees remaining. Is it your idea of democ- 
racy and equality that 2,000,000 men shall have the same representa- 
tion and the same voice as 20,000,000 ? 
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Mr. Garretson. It is as near democracy as we have ever been 
able to get in the matter of representation in .the legislative houses 
of Congress. 

Mr. Webster. This bill is proposed as an improvement, is it not! 

Mr. Garretson. This bill is proposed as a step toward it, and if 
you can bring the whole 20,000,000 of the outsiders in and form a 
true democracy as the the Greeks, who originated the term, under- 
stood, why, I think we would accept it. 

Mr. Webster. Do you not think that when the representation 
on this board stands as eleven to one or ten to one, approximately, 
that your board is a little one-sided f 

Mr. Garretson. I think it is an immense betterment over this. 
How much representation have these 22,000,000 men on the board 
of directors of any corporation on this continent?. ^ How much rep- 
resentation has any interest but the most selfish interest that the 
devil ever devised ? 

Mr. Webster. We will not cure a system of selfishness by sub- 
stituting another system of selfishness in its stead. 

Mr. Uarretson. Every one of the 15 are members of this public. 

Mr. Webster. This plan, it seems to me, just gives the balance in 
favor of the other side of selfishness. 

Mr. Garretson. Let them have their day in court; it has been a 
long time since they had it. 

Mr. Webster. I do not gather what you mean by that. 

Mr. Garretson. I mean that the master interest has ruled all of 
these things for 50, 100, or 1,000 centuries. You might let the other 
interest try it for awhile, to see if you get better railways. 

Mr. Webster. Is that the ultimate idea of this bill, in so far as the 
personnel of this board of directors is concerned ? 

Mr. Garretson. The ultimate theory is to democratize it in as 
great a degree as we may, and this seems to us as near a method as 
possible, and if those employees who form this corporation, of the 
two classes, are to be maae responsible for the successful conduct of 
the enterprise in the public interest, they are of necessity compelled 
to have the dominating voice therein. That is all. 

Mr. Webster. Mr. Garretson, what proportion of the loss from 
railroad operation under the Plumb plan would fall on the men 
engaged in operating the railroads ? 

Mr. Garretson. Collectively it falls on the men. With every 
falling off of business, whenever the volume of business in this country 
declines, there is no class that has been heavier hurt collectively than 
the railroad employees, because thousands of them are thrown out 
of employment utterly and the loss of their earnings collectively; 
that is, to the class, is greater than the loss of the employer in tne 
decline of his revenue. 

Mr. Webster. Let us follow that idea just a little further. If 
you are willing, under the Plumb plan, to rest the rights of the railroad 
employees in this directorate of 15 members, and that board has the 
power to fix and determine wages — the reasonableness of wages 
and the justness of the relationship of wages — ought not your bill, 
in order to be consistent, to provide that the men should not strike? 

Mr. Garretson. Is that the question ? 

Mr. Webster. That is it. 
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Mr. Garretson. There is no element of consistency that would 
justify a man in bartering a constitutional right for a money privilege. 
We are not selling our birthright. 

Mr. Webster. I think if you were willing to put so vital an interest 
of your employees in the hands of this board that you would be will- 
ing, not to sell your right, but willing to have it passed upon by people 
of your own selection and of your class, bound to you by the same ties. 

Mr. Garretson. We have not as implicit faith as you seem to have 
in the ability of the employee to get what he believes is a just wage 
from that board and we have not any intention in submitting this 
bill or any other to abandon the one weapon that labor has used in 
years gone by to get what it has. 

Mr. Webster. Frankly, how can you ask Congress to put the vital 
interests of the public in the hands of this committee when you are 
unwilling to put your vital interests in the same hands ? 

Mr. Garretson. We have no hesitancy in saying that if the public 
places their vital interests in our hands for operation and handling, 
that there is going to be a big improvement in the matter of the clean- 
liness of the nands that they are placed in. 

Mr. Webster. We would have more faith perhaps if you had more. 
We are asked to place the vital rights of the American public — every 
man, woman, and child having a part in the struggle for existence — 
in the hands of this board, for the transportation element, enters 
vitally into everything they consume and everything they use. 

Wo are sitting here in Congress now dealing with those important 
problems. You ask us to take the millions of this country, each and 
every one of whom is interested in thi s matter vitally, ana to say to 
them that their interests in this matter are safe in the hands of this 
board; yet those who sponsor this plan, those who devised it, are not 
themselves willing to trust their important rights to the men that 
we are told wo must trust ? 

Mr. Garretson. You are in error in one case. These men did not 
devise the plan. They adopted it and in a degree modified it after 
it was devised. They believe that they see within it the very essence 
of betterment of conditions of which tney complain, that it is one of 
the big elements which enter into the settlement of that question 
which nas absolutely taken society by the throat, the high cost of 
living, and they have adopted this as one of the means toward the 
rectifications of those conditions, and furthermore, because they 
believe that no steps can be taken in the interest of the American 
public greater than that outlined here. I am perfectly aware that 
it strikes at the very heart of the interests, and I realize, possibly 
moro than a great many of the people I represent do, that it is for the 
betterment of mankind , and that is why I advocate it. I think I am 
beyond the stage where the pettv interest of the men I might repre- 
sent appeals to me in the same degree that the interest of tlio nation 
docs. I may be a self-constituted representative of the public, but 
I at least try to be a decent and honest one, and I probably have as 
good credentials to represent that public as any other man can assert 
on his own behalf who has not been chosen by the public to speak for 
them. 

Mr. Webster. I am not challenging that. 

Mr. Garretson. That is why 1 adopted for myself and for my 
organization this plan when in its original form it was presented. I 
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was probably one of the earliest ones that saw within the germ of 
that for which I strove, and I believe that it is the most practical 
means that has been presented for the final attainment of that for 
which millions yearn. 

Mr. Webster. Will you go with me this far, that no policy of 
government reflected in legislation which is injurious to ttie people 
of the country, considered as a whole, can permanently be of any 
benefit or advantage to any class ? 

Mr. Garretson. I do not quite understand that question. 

Mr. Webster. Will you indorse this proposition, that no policy 
of governmental legislation which is injurious or hurtful to the people 
of the country as a whole can permanently redound to the benefit 
pr advantage of any class ? 

! Mr. Garretson. I absolutely go with that literally as stated. 
I only want to add one qualification. If it injures the proper and 
true interest 

Mr. Webster (interposing). That is what I mean. 

Mr. Garretson. I go with every word of it. The evil acts even* 
tually must fall, evil acts and practices. I will say this for myself. 
Now, bear in mind, Mr. Chairman, that I am speaking for no interest 
but the one man, a personal opinion. 

I am radical enough, anarchist enough, bolshevist enough, no 
matter what name you call it, to believe that because a thing, evil 
practice, has flourished for 50 centuries is no reason that it should 
not be corrected. 

Mr. Webster. I heartily agree with you. 

Mr. Garretson. I am at utter variance, I do not regard as honest 
an interest in the economic system which enables one man to appro- 
priate the result of the life effort of a million. The whole financial, 
social and industrial system of the world to-day is indicated by just 
one fact. In the richest city in the world, every twelfth funeral 
goes to the potter's field. In New York every twelfth funeral goes 
to the potter's field. That is an indictment of the economic and 
social system. 

Mr. Webster. This one question and I am through. Throughout 
your statement before this committee I have assumed and granted 
to you that you are aboslutely sincere and absolutely honest in 
your expression of views. If I should take the view that the Plumb 
plan is unwise and hurtful and should not be adpoted in the interest 
of the people of this country as a whole, will you do me the compli- 
ment to think that I may be honest too ? 

Mr. Garretson. Mr. Webster, allow me to draw your attention 

Mr. Webster. Please answer my question. 

Mr. Garretson. I will answer your question. I have the fault 
of answering questions. I want to tell you this. If my view of 
men was founded on whether or not they agreed with me, if I ques- 
tioned the honesty of purpose of every man who has disagreed with 
me, there is not a man, woman or child with whom I have ever come 
into contact that I could say, "Good morning" to, for I have dis- 
agreed with everybody I ever knew. My estimate of a man is not 
based on whether he holds the opinion I do, it is on my judgment 
of him as a man, and if you, in making up your judgment, decide hat 
you aro not in sympathy with that plan and if you differ in opinion 
from me, that might have no effect whatever in my estimate of 
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your honesty or righteousness of purpose, but I might love^vou as 
a citizen, give jou tne full meed of it, and then refuse to votejor you 
becauseyou did not agree. 

Mr. Webster. Certainly, that would be all right. I recognize 
your full right and privilege to do that. I have not any right to 
complain against your doing it, but you would not have any respect 
for me if I thought the Plumb plan was unsound, and yet voted for 
it? 

Mr. Garretson. No, sir; I would not. 

Mr. Webster. Do you believe that it is just, if that is my honest 
view, that I should be "posted throughout the length and breadth 
of our fair land" for giving expression to it? 

Mr. Garretson. So far as posting is concerned throughout this 
fair land, if I were discussing this bill in a public assemblage I would 
do my part — I say discussing it after it had failed to carry — I would 
do my part in the posting of somebody who vitriolically opposed it. 
That is all the posting amounts to. That is the position that a man 

fets into whenever he enters either public or quasipublic service, 
will tell you, Congressman, that I love a certain amount of it which 
has been directed against myself and I love myself for some of the 
enemies I have made. It has always been a debatable question to 
my mind which is most desirable, the respect and confidence of good 
men 

Mr. Webster (interposing). Or the condemnation of bad ones. 

Mr. Garretson. I tnink if some men had given me commendation 
I would distrust the honesty of my own motives. 

Mr. Webster. I think that the commendation of good men and 
the condemnation of bad men 

Mr. Garretson (interposing). Are of equal value. If I were to 
make a differentiation between the two I should say that condemna- 
tion was the more valuable of the two. 

Mr. Merritt. Mr. Garretson, I was interested, during your colloquy 
with Judge Sims, in your agreement with his statement that the 
Plumb plan abolishes the capital account; is that correct? 

Mr. (jarretson. It is. 

Mr. Merritt. But the Plumb plan does not abolish the capital of 
the railroads. 

Mr. Garretson. It does not abolish the capital of tht railroads, 
because it purchases the capital of the railroads and pays for it, the- 
actual capital. 

Mr. Merritt. Then where does the capital exist ? 

Mr. Garretson. The fact is that after it has been wiped out by 
amortization, the Government then owns the railway system with- 
out having paid a dollar therefor. It has acquired it and wiped out 
the capital debt. 

Mr. Merritt. Y*u distinguish then between the Government and 
the people who pay the taxes. 

Mr. Garretson. The people themselves have those railroads and 
they have paid no taxes. The Government borrowed the money on 
the credit of those people and then repaid itself. 

Mr. Merritt. Repaid itself from wnom ? 

Mr. Garretson. It paid itself just as it is now paying freight 
rates, although it will pay them in less amount; and it would, under 
any other plan that has been presented, or under the present plan, 
pay the same or more and have no property at the end of 100 years. 
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Mr. Merritt. Of course, all of your argument is based on the 
absolute assumption that under the Plumb plan the freight rates are 
going to be less ? 

Mr. Garretson. If they remained the same, the same thing would 
be true, Congressman. If that assumption was incorrect, and rates 
remained as they are to-day, the same result would come, while 
under any of the other plans, those freight rates must, of necessity, 
rise. 

Mr. Merritt. Not if the private owners can produce the same 
efficiency that the proposed plan 

Mr. Garretson (interposing). No; because they have eternally 
to meet the capital charge. 

Mr. Merritt. Is it your assumption that the railways of this 
country will never be increased ? 

Mr. Garretson. The size of the railway system bears no relation 
to the rates for passengers or freight. 

Mr. Merritt. But your extensions will call for new capital invest- 
ment. 

Mr. Garretson. It depends on whether one plan or the other is in 
effect. Under private capitalization or under private ownership all 
extensions would require new capitalization, yes, if built with funds 
outside of revenue irom operation. Under the Government plan, 
where the community stood preeminent, and they were willing to 
bear the cost, it would not add to capital. Where the responsibility 
for extension was divided between the corporation operating and the 
community needs, the portion that the community contributed would 
not be capitalized; but where the extension was for operating needs, 
then the capital would be. 

Mr. Merritt. Pardon me, you are mixing up two things if I have 
understood you. 

Mr. Garretson. No; I do not think so. 

Mr. Merritt. You are mixing up capital and capitalization. 

Mr. Garretson. Capital and capital additions, as long as the 
additions are made, the distinction ceases. 

Mr. Merritt. You are keeping your eye on the capital account 
and I am keeping my eye on capital. 

Mr. Garretson. There is a distinction in phrases without a marked 
difference in the thing described. 

Mr. Merritt. I think not. 

Mr. Garretson. The capital account of a railroad company means 
one thing, I will admit, different from the capital of that railway. 

Mr. Merritt. It may or it may not. 

Mr. Garretson. The capital is actually what is put in and the 
capital account is but the issuance of securities and other obligations. 

Mr. Merritt. I understand, but I am talking about the future 
when none of these evil practices are going to continue, and what I 
say is that this new capital is not going to fall like the dew from 
Heaven, falling on the just and the unjust, but is coming out of some 
community and some people. 

Mr. Garretson. It is coming out of them with an immediate 
return to them in marketable values in things along the railways* 
That is what that idea is founded on. 

Mr. Merritt. Now, then, you made another statement which your 
last remark leads up to, that all new capital under private control 
meant an increase in rates. 
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Mr. Garretson. Capitalization of existing properties, that is true; 
yes, sir. 

Mr. Merritt. Is that true ? 

Mr. Garretson. It has been written that the only way you can 
judge the future is by the past. Apply that rule and my statement is 
correct. 

Mr. Merritt. Since the Civil War the capitalization and the capital 
both, of the railroads of this country, havemcreased very many times; 
is not that true ? 

Mr. Garretson. If they increased with mileage that would be 
legitimate increase. If they increased without mileage then the ques- 
tion would be: Was it legitimate or illegitimate? 

Mr. Merritt. Is it not true, however, that certainly up to the time 
of the war, and I believe now, the rate per mile of freight in this 
country is very much less than it was after the Civil War ? 

Mr. Garretson. For a very considerable period, from the time of 
the enactment of what was known as the Granger legislation, rates in 
both freight and passenger service steadily decreased for a very con- 
siderable number of years. The reverse has been true in the imme- 
diate past. 

Mr. Merritt. As to even now, the rates have not got up to what 
they were at the time the capitalization of these roads was only a 
fraction of what it is now. 

Mr. Garretson. That is very possibly true, and if you will take 
into consideration the fact that there was no regulation at that time, 
you have the answer as to why. 

Mr. Merritt. I do not think I have. 

Mr. Garretson. It was putting on all the traffic would bear. 

Mr. Merritt. One other matter and I am through, because I think 
it is very important, if we can, to clear up our notions of capital and 
capitalization. One other point, with regard to the point you made 
that increased capitalization means necessarily increased rates. Take 
a single-track road, for example, and there comes a time when the 
traffic is too great to be handled by a single line of rail. Now, I am 
talking about honest issues and I am not talking about any sins of 
the past. 

Mr. Garretson. Assume for the moment that a railroad would be 
honestly administered; yes, go ahead. 

Mr. Merritt. Yes, assume that for a moment. Now, it is neces- 
sary to add a second line of rail and make it a double track and that 
is done by an issue of stock or bonds as the case may be. 

Mr. Garretson. Both. 

Mr. Merritt. Or both, but not exceeding the cost of the rails and 
all the other expenses. Now, then, the result of that is that the rail- 
road can carry much greater traffic and the increased traffic from the 
new track more than pays at the old rate the charges on the track. 
In such case that new capital would not add to the rates, would it ! 

Mr. Garretson. It would not. 

Mr. Merritt. So I think that is a thing to bear in mind, that the 
mere fact that capital has increased is no sign that the rates are 
oppressive in themselves. 

Mr. Garretson. Congressman, let me call your attention to one 
condition there. If the volume of traffic increased in a degree that 
the rates then in force and effect would yield the same return on the 
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augmented capital per mile — you will bear in mind we have not 
used that phrase before, but there is the true basis in contrasting 
earnings, and that is, capitalization per mile. 

Mr. Merritt. I understand that. 

Mr. Garretson. Because there capitalization per mile would have, 
assuming that the first track was honestly provided, virtually doubled, 
with such variations as would grow out of differing costs of labor 
and material as between the time when the other track was con- 
structed; but the volume of traffic would have to be great enough to 
take care of the added charge if an increase in freight rates or m all 
rates was not necessary to meet the added charge, unless prior 
earnings of that company had created a surplus that would meet it* 
or had been so great that they would bear the added charges. 

Mr. Merritt. The point I was trying to get into the record, and I 
do not think you will dispute it, is that in itself the mere fact that 
extra capital is required is not an evil. Every enterprise of any 
sort, mercantile, manufacturing or transportation that requires new 
capital is only showing signs of life and not a sign of depression or 
death. 

Mr. Garretson. Legitimate additions of capital may be legiti- 
mately met, and still, even assuming for the moment that they are 
legitimate and that the expenditures are legitimate, if a means can 
be devised whereby fixed charges may be abolished and the public 
at large receives the benefit accruing from such abolition, any man, 
once convinced that it can be done, fails in his duty unless he em- 
braces the means for so doing. Now you will note the point I make 
there before the statement of failure of duty, if he is once convinced 
that such is the case. 

Mr. Merritt. I understand. 

Mr. Garretson. Then he would fail in his duty. Until he is 
convinced he could as honestly oppose it as I can advocate it. 

Mr. Barkley. Mr. Garretson, m order for this plan to be a success 
the return in freight rates to the roads or to this corporation created 
by your bill would have to be sufficient to pay the railroad men a 
wage that is satisfactory to them and at the same time create this 
sinking fund out of which the roads would be ultimately paid for by 
the Government. 

Mr. Garretson. It would; in other words, here is the amount: 
The fixed charge at first would be the interest on the bonds and 
the amount of the sinking fund. That is all the fixed charge would 
consist of, and in addition to that, operating expense until such 
time as this 1 per cent, which constitutes the sinking fund, should 
have reduced the fixed charge by the retirement of bonds. After 
retirement had once been effected, then only operating costs would 
have to be met. 

Mr. Barkley. But that retirement would not take place until 
100 years had elapsed. 

Mr. Garretson. The statement was made here that figuring it 
out, it amounted to, I think, 34 years. 

Mr. Barkley. Is that so ? I was assuming that the value of the 
roads 

Mr. Garretson. I think that statement is correct, Mr. Chairman. 

The Chairman. I think it wag on the basis of 1 per cent. 

Mr. Garretson. Maybe I misunderstood the answer. I think it 
was true that it was on the basis of 1 per cent. 
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Mr. Barkley. If the value of the roads should be found to be what 
Mr. Plumb estimated that to be-^-something like $12,000,000,000 — 
then, the amount set aside as a sinking fund would be 1 per cent of 
that $12,000,000,000. 

Mr. Garretson. Yes. 

Mr. Barkley. I have not figured it out, but I do not just see how 
in 34 years 

Mt.'Garreston. I think it was by the utilization of the half of the 
surplus that was to be paid to the Government. 

Mr. Barkley. Yes; but eliminating the surplus. 

Mr. Garretson. Bear in mind that is purely an estimate. 

Mr. Barkley. Eliminating any surplus that might arise, it would 
take practically a centuiy. 

Mr. Garretson. It would take 100 years if sums were not drawn 
from operating surplus or some other source. 

Mr. Barkley. It there should ever arise a controversy in the board 
of directors as between the railroad men and the public as to whether 
their wages should be increased or held to a certain figure where they 
existed, or if this sinking fund should be depleted or allowed to lapso, 
what is your view as to the position the men themselves would take 
if that sort of an emergency should arise? 

Mr. Garretson. It is an impossible thing in my opinion for the 
sinking fund — bear in mind that the bill makes it imperative that that 
amount shall be set aside. Now, while there is no mandate in regard 
to an increase in rates, the order only being mandatory as to a de- 
crease in rates to the Interstate Commerce Commission, it is un- 
thinkable that if a deficit should occur that would interfere with the 
operation of the road that the Interstate Commerce Commission 
would not, of its own initiative, or on lequest, increase those rates. 
Here is what is true: That condition could not occur in any normal 
year, because the volume of business, the tide of commerce, can not 
fall below the necessities of the people. 

Mr. Barkley. Is it your view that this 1-per-cent provision for a 
sinking fund has priority over the wages of the men ? 

Mr. Garretson. The fact is that the interest on the bonds and the 
sinking fund appropriations take precedence over everything in the 
bill, as I understand it. 

Mr. Barkley. So that if it should come to a point where the 10 
directors, five representing the classified employees and five repre- 
senting the official employees, admitting that they have a community 
of interest which would cause them to combine as against the other 
five, your view is that this sinking fund to provide for the amortiza- 
tion of the bonded indebtedness required to purchase the roads and 
to pay the interest on the bonds as tney fall due, having priority over 
the wages, that those 10 directors would provide for the taking care 
of that sinking fund even if that required a reduction in wages in 
order to do it ? 

Mr. Garretson. There I get an angle on your question I did not 
get at first, Mr. Barkley. Wages are paid at certain intervals. 
These other appropriations only take place at the end of the fiscal 
year, whatever it may be. The question as to priority, it does not 
seem to me, can arise, in a general sense, except as it arises on a rail- 
road that is unable to run its pay car. 
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Mr. Barkley, It might arise in this way. 

Mr. Garretson. You get my point. 

Mr. Barkley. Yes. 

Mr. Gabretson. What I mean is this: Wages are agreed on and 
are paid out at intervals, while the sums for the payment of interest 
and for the sinking fund are accumulating in the hands of the Treas- 
urer of the Uniteu States or of the Secretary of the Treasury. Con- 
sequently, that question of priority can not arise until the time 
comes for the paying of the sinking fund, and I am perfectly free to 
admit that the law regarding the payment of wages might have a 
bearing on that. r I have not taken that into consideration. I want 
to ask this question, and I am going; to ask it, under the average law 
does not the payment of wages constitute a first lien on any industry ? 

Mr. Barkley. Yes; I would say as a general rule the payment of 
wages constitutes a lien 




>. Gabretson (interposing). That might be the situation if they 
could not pay the wages on the day they were due. 

Mr. Barkley. But I was looking forward to a possible situation 
where the men themselves might not be satisfied with the wage they 
wore obtaining. t They could not secure an additional wage without, 
infringing on this sinking fund, if that were possible, or compelling 
the Interstate Commerce Commission to raise rates that would brine 
& return sufficient to set aside 1 per cent for the sinking fund and 
also pay the men the wages they were asking. 

Mr, Gabretson. I am of the opinion 

Mr. Barkley (continuing). Now, in the event the Interstate Com- 
merce Commission should decide not to increase rates or to permit 
an increase in rates, so that the rates remained stationary, and that 
rate admittedly was not sufficient to provide for this sinking fund 
and give the men the wages they were asking, what then would 
happen 1 

Mr. Garretson. No man can do more than express an opinion- 
Mjr own would be that a large majority of that board, confronted 
with the legal requirements of the act, would refuse to increase wages 
when confronted with that certainty. 

Mr. Barkley. Your view, then, is that the board of directors 
would assume, or would have the right to_ assume, that if they should 
arbitrarily act in favor of the employees in the matter of an increase 
of wages, where there was no provision to take care of the increase 
by an increase of rates so as to pay the men the wages they were 
asking and take care of the fixed obligations provided in the bill — 
as I say, they would assume that if they acted arbitrarily in the 
matter, it would perhaps result in a forfeiture of the lease, and that, 
in the long run, it would be worse for the men than to refuse the 
increase ? 

Mr. Garretson. There is a clear legal obligation imposed on the 
board as the head of this corporation, and I do not hesitate to say 
that under those conditions they would of necessity be guided by 
common business sense as well as regard for what might justly be- 
regarded as dangerously close to a betrayal of trust. 

Mr. Barkley. The question of taxation has been raised. I am 

. seeking to get your viewpoint on these questions I am asking so 

that we may by a system of transmigration of living spirits, we 

129405— 19— pt 6 19 
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might say, put ourselves in your attitude in order to find out what 
you think. Is it your view that under this bill the Government 
or Congress would ever have to levy a direct or indirect tax, to bo 
collected through the Treasury, to be appropriated to meet the Qbli- 
gations of this service ? 

Mr. Garretson. It is not. 

Mr. Barkley. Your view is that it would be self-sustaining, and 
that the question of taxation, as we understand it, would not etiter 
into it at all ? ; 

Mr. Garretson. Absolutely, from my standpoint, the question 
of taxation never can confront the country nor Congress. ' 

Mr. Barkley. These labor organizations, of one of which you. 
have been the head, have grown up through a sort of necessity ,' in 
the past in order to enable the men to deal collectively? 

Mr. Garretson. To get away from the "Iron Law of Wages/' 

Mr. Barkley. To deal collectively with the railroads or employers. 
If this plan should be adopted, and the railroad men themselves 
should become participants in the management and in the profits— 
1 will eliminate the word "profits" ana say in the emoluments 'of 
the service— what effect would that have upon the necessity f or $ie 
continuance of these various organizations ? 

Mr. Garretson. My opinion is that that condition would remain 
unchanged. You will bear in mind — and, of course, I recognize 
the fact that from necessity I am a partisan — but if you take the old 
conditions that existed, and which are best described in what Was 
outlined by Ricardo and formulated LaSalle as the iron law of wages, 
the old economist dealt with it on the basis that the laborer was 
entitled to just enough to enable him to exist and propagate — that 
is, to exist for the benefit of the present generation of masters and 
propagate for the benefit of future generations of masters. The labor 
unions grew into existence in the fight against that view, and tjiey 
are going to stay until the laboring man nas got such a proportion 
of the product of his labor as will enable him to do a little more 
than those two things. Therefore, in this system, they are going 
to take Patrick Henry's advice and do the eternal vigilance act. 

Mr. Barkley. So that, notwithstanding the fact that these men 
are participants in the management and control and in the emolu- 
ments, and, therefore, are dealing practically with themselves in a 
way, you think that the necessity for their continuance and for the 
same vigilance would be as apparent as ever? 

Mr. Garretson. The individual in this day and age of ttxe world 
has no channel of expression. Organizations furnish him that chan- 
nel. The elements of fear and resistance enter into the exist- 
ence of those organizations. They are listened to because it may 
be cheaper to listen to them and conform in some degree to that 
which tney demand than to try to stamp them out. That is all 
there is to it. 

Mr. Barkley. Now, as to the representation on this board, there 
is on the face of it an apparent inequality in the representation 
given 110,000,000 people of five members, 20,000 people five members, 
and 2,000,000 people five members. Do you believe that, if such a 
plan should be adopted this is as fair, proper, and just division of 
the representation as could be devised ? 
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Mr. Garretson. I am in sympathy with it as it stands for this 
reason: If, as I said in answer to a question a moment ago, the 
responsibility for the execution of the enterprise is to rest upon the 
labor which conducts it, it must have a dominant voice. It is a 
foregone conclusion that responsibility and obligation go with powers 
and duties. No man can wield potter without assuming obligations. 
He can not assume rights without associating duties therewith; 
Power is conferred and rights are granted, and therefore duties are 
imposed and obligations assumed that must be met, and they can 
only be properly met with authority to act where the power and 
responsibility lies. You have forgotten one thing, and I have no- 
ticed that unfailingly, and that is that while it is true that the 
public has 5 direct representatives, and while it is true that the 
primary allegiance of the 5 classified service men is to the service 
that they represent, and that the primary allegiance of the 5 
official representatives is also to their class, still those 10 men are 
as responsible at the bar of public opinion and the bar of public 
allegiance, as the others, and public allegiance rests as heavily upon 
those 10 as upon the other 5. 

Mr. Barkley. It might be imagined that a situation would arise 
during the continuance of this plan wherein one group at any given 
time m any given controversy might become an umpire between the 
other two. 

Mr. Garretson. That is exactly it. 

♦Mr. Barkley. If that situation should arise, there would be 
three classes involved, the public, the managers, and the employees. 
If a controversy should arise where the employees' interests were 
set over against the interests of the public, and the managers' inter- 
ests should not be directly involved, would the five representatives 
of the managers be likely to fall on the side of the public or the 
employees, or would they probably take middle ground and become 
in a real sense umpires between the contending forces ? 

Mr. Garretson. I will give you my opinion, and it is only an 
opinion, but it is founded on my knowledge of men: In most of the 
controversies that would arise, that board would act individually 
instead of collectively. You will find that the line of cleavage is not 
in the majority of cases along the line of the origin of the people or 
Along the line of the classes from which they are chosen. Individual 
opinion will decide most questions where class cleavage arises, and 
you would find in one controversy the employees' representatives 
and the public service contending with each other, with the official 
five representatives acting as the umpire. Iq the next points of 
difference, you will probably find the official class and the public 
class at variance with each other and the employees' representatives 
acting as the umpire. Under the third condition you would find the 
two employees' classes, or the official class and the nonofficial class, 
opposed to each other, with the public's representatives refereeing 
the matter. 

Mr. Barkley. If you take any legislative body, or, for instance, if 
you take Congress, you will find this situation: I am elected from a 
certain district, and nobody else in the United States has any voice 
in my election except the people of my district; but when I get up 
here and become a member of this body of 435 Representatives, while 
I still represent that one district in Kentucky, as a matter of fact I 
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become a national legislator, aad in many respects I am supposed to 
look bewond the boundaries of my district and to take into considera- 
tion the view of the whole country. 
: Mr. Garretson. Except for post offices. 

••.. Mr. Bamcley. Except for post offices, but they hare taken all of 
them away from ua now. Is it your view that this board of directors 
would assume a position somewhat similar to that $ 
'. Mr. Garrets on. I firmly believe that they would. 

Mr. Babkley. Now, as to the representation, I confess thai it is 
impossible for any government or any other institution to provide 
the exact or precise number of members to give equal representation. 
Fot instance, New York has two United States Senators to repre- 
sent 10,000,000 people, while Nevada, with about 100,000 people, 
has two Senators with the same power; so that, in any form of 
government, it is impossible to give the same representation to an 
equal number of people as long as you have artificial districts and 
boundary lines. What I am seeking to ascertain from you is, whether 
or not you have finally reached the conclusion in your advocacy of 
this bill that this provision affords as nearly a fair and just represen- 
tation as any that can be devised under a plan similar to this f 

Mr. Garretson. Now, I do not want my reply there to be mis- 
understood, or as indicating that I am wedded to any particular 
provision. If improvement could be devised that would adequately 
meet that situation, leaving, as I have stated, dominance with the 
responsibility, I would have no criticism to offer thereof. So far as 
we have been able to study this out, this is the best plan that we 
were able to furnish. In that, or in any other particular detail, if 
a plan that meets the approval of the committee or of Congress can 
be davised, safeguarding the things that I have mentioned, I would 
welcome it* 

Mr.. Babkley. If you were to admit for the sake of the argument 
that your bill is abstractly and socialogically just and fair as between 
the owners, the public, and the railroad employees, what is your 
opinion as to whether public opinion now has readied a stage where it 
would approve the enactment of this bill at present f 

Mr. Garrbtson. Mr. Barkley, I would not willingly give you a 
false view on this subject. I nave an idea that if it were put to a 
referendum vote to-day, simply from a spirit of conservatism and 
suspecting evil in a change, the majority of the men in this country 
to-day would probably vote against it, but I say to you that in the 
immediate future I believe that the opposite result is going to be 
true* It is a thing that will cause millions of men to investigate and 
later embrace this plan; that is going to be the case when they are 
once convinced that it contains within it one of the elements that will 
correct the things that they complain of. 

The Chairman. We will meet again at 2.30 o'clock p. m., and hear 
Mr. Decker, of the Public Service Commission of New York, who is 
present. Mr. Plumb is to submit a statement in regard to financial 
conditions. 

Mr. Plumb. I will not take more than 15 minutes. 

The Chairman. Then, you can precede Judge Decker. 

(Thereupon, the committee took a recess until 2.30 o'clock p. m») 
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AFTER SBCS8S. 

The committee met at the expiration of the recess at 2.30 o'clock 
p. m. 

ADDITIONAL STATEMENT OF MB. GLENir E. PLUMB, GENERAL 
COUNSEL FOB THE ORGANIZED BAILWAT EMPLOYEES OF 
AMERICA, WASHINGTON, D. d 

Mr. Plumb. Mr. Chairman and gentlemen of the committee, in 
opening my statement on Thursday morning, last, I said: 

During this week and since your honorable committee requested me to appear in 
order to present the case of organized labor with respect to its bill for public owner- 
ship in control of the railroads, there has come into the possession of the railroad 
brotherhoods and 10 affiliated railway labor organizations of the American Federation 
of Labor a state bf facts never spread before the American people or submitted to the 
jury of public opinion. These facts tend to show that the wrecking and looting of the 
New York, New Haven & Hartford Railroad, the Chicago & Alton, the Rock Island 
System, and the Frisco lines are not sporadic examples of the highway robbery to 
which the American Nation has been subjected as to its public transportation high- 
ways. Leading directly from Wall Street and from the banking houses controlled 
directly by the Morgan and Rockefeller groups, these facts show that there has pro- 
ceeded a systematized plundering of virtually all of the transportation highways of 
the United States. 

We believe that a congressional investigation will reveal that not one railroad 
system dominating any part of the 254.000 miles of railroad in the United States but 
ha8 suffered and is suffering, in degree it not to the same extent, from carefully deliber- 
ated manipulations of the sort that have wrecked and ruined the railroads I have 
mentioned. It will reveal with emphasis the truth of the words recently uttered 
before the bankers of Missouri by Elihu Root: " Surely some provision must be made 
to prevent the continuance of the steady progress toward bankruptcy of the railroads 
which characterized the decade before tne Government took possession in 1917." 
It will reveal that these interests are again gathering their forces of private and secret 
control and seek, after having gained from Congress a sanction to rehabilitate their 
railroad properties at public expense, to begin again and follow through its corrupt 
•and wicked cycle the systematized plundering and looting of the public and the 
public interest in the nation's highways. 

In response to that promise I now continue. 

I have shown by excerpts from reports by the Interstate Commerce 
Commission that the property investment account of the railway 
lines in all of the transportation districts of the United States are 
wholly unreliable, and can not be used as the basis for determining 
what the public shall pay for the service. 

I have shown that in the five railway valuations first completed 
and published by the Interstate Commerce Commission the actual 
cost of reconstruction new, including the increased value of lands and 
real estate, is but 50 per cent of the aggregate property investment 
accounts of the five railways so valued. 

I charge that the nearly completed survey of the entire transpor- 
tation area of the United States contained in the repoits of the 
Valuation Division of the Interstate Commerce Commission, so far 
as that work has now progressed, confirms the results disclosed by 
the valuation of these five roads. I charge that the aggregate 
investment account, as stated by the carriers so examined, exceeds 
the estimated cost of reproduction new by the same or npproxi- 
mately the same percentages shown in the valuation of the five 
railroads as shown in my testimony.. 
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I charge that in such investigations so made by the Valuation 
Division of the Interstate Commerce Commission, where the cost of 
reproduction new approximates in amount the investment account 
as stated by the carrier, it will be found in most instances that this 
approximation is due to the fact that vast expenditures have been 
made out of surplus and excessive earnings, after the payment of 
ample dividends on the actual investment; that these surplus 
earnings have been expended on or ploughed into the property in 
such a way that the actial cash investment, including these surplus 
earnings, had brought the level of cost of reproduction new up to 
the property investment account. 

I charge that President Underwood, of the Erie Railroad, in an 
interview recently given to the New York World, stated that the 
expense of operation under Government control had been greatly 
increased by the employment for political purposes of unnecessary 
employees, and that this increase in pay-roll expense had been made 
for the purpose of building a political machine. I charge that 
investigation of President Undei wood's indictment will disclose that 
if there has been wastefulness of money in swelling the pay rolls, it 
has been at the instance of railway managements to make the expense 
account under Government control appear extravagant and wasteful. 

I charge that the time the Government took control of the opera- 
tion of the railroads they were in such depleted condition as to main- 
tenance and repairs of both roadbed and rolling stock that it has 
required hundreds of millions of dollars advanced by the Government 
to place them in effective operating condition. I charge that in the 
making of such expenditures the railroads operated and controlled 
by men under the influence of Wall Street direct orates have spent 
vast sums in unusual expenditures for maintanance and supplies, 
anticipating the return 01 the railroads to the private owners; that 
such unusual expenditures have been made for the purpose of plac-, 
ing these properties in perfect operating condition and furnishing 
them with supplies for a long period of operation ahead, such sup- 
plies having been paid for out of Government money at exorbitant 
prices. 

I charge that the Interstate Commerce Commission was six years 
ago directed by Congress in the provisions of the valuation act to 
ascertain and report the value of all aids, gifts, and grants made to 
railway corporations, the value of those grants at the time made, and 
the value of the portions of the grants still in the possession of the 
carriers at the time of valuation. This work has not been done. 

I charge that the records disclose that an area of land exceeding 
190,000,000 acres, or 296,875 square miles, has been given by the 
United States Government and by the various State governments to 
our raU roads to aid in the construction of our national highways; 
that this area exceeds in extent the areas of all of the New England 
States, New York, Delaware, New Jersey, Pennsylvania, Maryland, 
Ohio, Indiana, and Illinois, and exceeds the area of either England, 
France, Germany, or Austria Hungary before the war; that of the 
grants made 113,000,000 acres had been patented and 35.000,000 
acres had been forfeited prior to June 30, 1910; and that of the re- 
mainder the greater part is still available. I charge that the values 
of the grants so made have either been appropriated to the private 
property of the railway promoters or they have been capitalized as 
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& part of the value of these properties upon which the grantees now 
demand of this Congress the right to exact returns from the public. 
And, by the way, I wish to submit two exhibits in support of my 
charge as to land grants, Exhibit 1 showing the areas within which 
land grants have been made to the western railroads and Exhibit 2 
shorwitig the application of that area to tjiis vast territory I have 
described as. extending from New England to Illinois. 

I charge that during the period from 1900 to 1910, the Chicago, 
Burlington & Quincy, the Chicago, Milwaukee & St. Paul, the Chicago 
& North Western, the Great Northern, the Illinois Central, and the 
Southern Pacific Railroads gave away in bonuses to their stock- 
holders more than $250,000,000; that the actual dividend disburse- 
ments on this excess capital for the year 1913 alone, amounted to 
more than 911,000,000. 

I charge that during the limited period from 1900 to 1910, eight 
eastern railroads alone issued new stock for $101,000,000 less than 
its market value, or gave away this enormous amount in bonuses 
to stockholders; that the dividends paid on these fictitious stock 
issues in 1913 alone amounted to over $4,317,000; and I name as the 
railroads involved in this inflation the Baltimore & Ohio, the Boston & 
Maine, the Delaware & Hudson Co., the New York Central & Hudson 
River Railroad, the New York, New Haven & Hartford, and the 
Pennsylvania Railroad. 

I charge that during the same period 18 representative railroads 
operating in all parts of the United States as a whole, gave away 
stock bonuses aggregating $450,414,000. 

I charge that the control of these railroads, which have so increased 
their property investment account at the expense of the public and 
have so profited by land grants, the value of which is to a large extent 
reflected in their property investment accounts, are now controlled 
in whole or in part by the Morgan interests, the Rockefeller interests, 
and the Gould interests; that this control is made manifest by the 
interlocking directorates of the financial institutions directed bj these 
interests, who through their directorates control the operations of 
these railways; and I will say that we have available complete charts 
showing the interlocking directorates and financial interests so 
represented, which we shall be glad to present to a proper investigat- 
ing body. 

I charge that these three interests, situated in New York and 
operating through Wall Street, are necessarily aware of this enormous 
inflation of the property investment accounts of the railways which 
they control and are seeking now to have returned to their possession; 
that the attempt of these interests to secure the adoption of any plan 
whereby the property investment accounts of these railways shall 
be recojgnized by law as the basis for ratemaking they are conducting 
a political conspiracy to procure from this Government a validation 
of all of the illegal acts neretof ore consummated by these railroad 
corporations, and to make into a binding obligation upon the public 
the exploitation through which these public highways have passed 
under their direction and control. 

On behalf of all of the employees these systems of transportation 
and the public we demand that Congress shall make a due and 
thorough investigation of the charges herein set forth, so that the 
American people may know to what extent it is sought to subject 
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them to exploitation under the plans proposed to this committee 
of Congress, plans which would make lawful the fixing of rates based 
on the now unlawful aggregate property investment accounts of these 
systems. 

I lAake these charges and this demand with a full sense of the re- 
sponsibility which they impose upon me as representative of this great 
body of the Organized Railway Employees of America, and I am 
prepared during the investigation which we invoke to substantiate 
eacn and every one of these charges. 

Gentlemen of the committee, the sole end and aim of organized and 
publicly commissioned business is to furnish the community with 
its products at constantly reduced relative cost. The vast privi- 
leges granted to railroads by the public were accorded to them solely 
for the purpose of aiding the public in securing transportation at a cost 
less than could have been obtained had such grants not been made. 
These grants were made for the benefit of the public. They have 
been perverted to the profit of private owners. The values of these 
grants so made have been capitalized against the public. They are 
,now urged upon Congress as the basis for determining what the 
public must pay for the service it sought to secure through the 
granting of these privileges. 

This demand made upon Congress is the last desperate and suicidal 
act of a feudalism based on privilege. It is the perversion of these 
privileges that has created the machinery for piling up the ever- 
increasing costs of public service. For this perversion the private con- 
trol of the transportation business exists. The sole purpose of con- 
tinuing the present system is to assist it in constantly increasing the 
cost of living. This demand alone confesses the failure of the system 
to meet the end for which it was created— the service of the public. 

To this system of public plunder we utter the word Jerico. It 
must fall. Against it we raise the voice of our implacable defiance. 
Under its domination no public servant should ask us to return. We 
ask instead, as American freemen exercising our constitutional rights 
and privileges, a democratic share in the control of the business of 
transportation to be so conducted as to fulfill its purpose under a con- 
trol to be wielded by the public and by all of the skill and ability at 
the command not only 01 the day worker but of the great bodv of 
officials of the railways — the same skill and ability upon which 
America has always relied, but skill and ability directed solely to 

Sublic service and not to the exploitation of privilege for profit. So 
irected, the railway industry will achieve its primal purpose; that 
is, to reduce the cost of living, to make life easier, ana to secure to 
every citizen his full enjoyment of the right to live and to possess that 
which he creates. 

The Chairman. Mr. Plumb, you have made many specific charges 
without specifications. Is it your idea that should an investigation 
be granted you would supply such specifications ? 

Mr. Plumb. If the investigation is granted, we either have the evi- 
dence in our possession or we know where it can be obtained, so that 
the committee or the investigating body can call for that evidence. 

The Chairman. You stated, in one of your charges that the roads 
were seeking to get rates based upon a valuation far in excess of the 
valuation based upon cost of reproduction ? 

Mr. Plumb. Yes. 
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The Chairman. Did not the Supreme Court, in its decision in 
Smythe against Ames, hold that that was only one of the elements 
that had to be considered in determining the rates ? 

Mr. Plumb. It did. 

The Chairman. Did it not specify eight or nine separate elements 
that entered into rate making ? 

Mr. Plumb. It did. 

The Chairman. So that those other factors would have to be taken 
into consideration ? 

Mr. Plumb. Certainly. 

The Chairman. In connection with that specific charge you also 
charge that the Interstate Commerce Commission, pursuant to the 
physical-valuation act, had not made any investigation, or at least 
no report on grants, gifts, and aids to the various carriers ? 

Mr. Plumb. I do not intend to be understood as saying they have 
made no report. They were required to find all of the aids, gifts, and 
grants, and in so far as they have investigated they have found the 
aids, gifts, and grants which the present owning corporation has 
received, but have not gone back to tne aids, gifts, and grants received 
by its predecessor corporations. 

The Chairman. Under the physical-valuation act, as I recall it. the 
commission is required to present a complete financial history of the 
roads? 

Mr. Plumb. Yes. 

The Chairman. I think they use the word "history." 

Mr. Plumb. Of the road ana its predecessor corporations. 

The Chairman. Of course, you do not conclude from that that the 
commission may not go back to the predecessor? 

Mr. Plumb. But they have not done so, and say that where the 
records of the predecessor corporations are not available they have not 
sought to do so. But these matters of grants are all of record. 

The Chairman. Yes; that is all a matter of record. 

Mr. Plumb. But they have not gone to the records to find out what 
thegrants were if they could find it in the records of the corporations. 

Tne Chairman. I suppose, of course, the Land Office would have 
a record of the land grants. 

Mr. Plumb. Yes. 

The Chairman. So that has been available for a great many years ? 

Mr. Plumb. Yes. 

The Chairman. Congress has not issued a land grant to a railroad 
for how many years ? 

Mr. Plumb. Oh, a great many years, but it has been issuing pat- 
ents under those grants even up to the present time. 

The Chairman. Yes ; that is where they have a checkerboard grant. 

Mr. Plumb. Yes. 

The Chairman. Do you know how many acres of these land 
grants are still in the ownership of the grantees ? 

Mr. Plumb. Well, 1 10,000,000 acres have been patented, 35,000,000 
have been surrendered, and that makes 145,000,000, which means 
45,000,000 more which are yet subject to claim under the grants. 
However, in the meantime, there have been acts passed which 
permitted a railroad company to exchange its right under some of 
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these grants where that right covered arid lands or mountain, tops/ for 
other valuable lands not included within the original grant. 

The Chairman. Those were the school land grants. 

Mr. Plumb. Yes. 

The Chairman. Do you believe that the investigations made 
by the Interstate Commerce Commission of the Rock Island, the 
pTisco, the Pere Marquette, the C. H. & D., the New Haven & Hart- 
ford, and the Pittsburgh Terminal were thorough and fair 3 

Mr. Plumb. You mean under the valuation act or in the preceding 
rate cases ? 

The Chairman. No; the investigations that were prompted by 
Congress. You remember those investigations had been made by the 
Interstate Commerce Commission and voluminous reports have been 
filed. ^ 

Mr. Plumb. They were not as complete as the investigations made 
by the commission under the valuation act because no such funds 
were furnished them for canying on the work or no such forces were 
at their command. They were doubtless as complete as the means 
at hand permitted them to make at that time. 

The Chairman. I do not know whether you are aware of the fact 
or not that the investigation by the commission of the Pere Marquette 
and the Pittsburgh Terminal was made by a resolution adopted by 
this committee and was not the result of a resolution adopted by the 
House or by Congress. Would it be your opinion that if an investiga- 
tion is deemed necessary, it could be done by the commission ? 

Mr. Plumb. In my opinion it could be. I think that with the com- 
mission furnished the means, much more complete information 
could be obtained because of the records which it now possesses than 
could be obtained through any other source, and it would be fairly 
and impartially obtained. There is not a word of criticism of the 
manner in which the Interstate Commerce Commission has performed 
what it has done. It merely has not done enough. 

The Chairman. You realize the limitations under which it has 
labored. 

Mr. Plumb. And in the valuation act there is not any direction 
that would necessarily have been complied with at this time by the 
commission. It may be that when tne commission has completed 
its work, there would be no necessity for such an investigation but 
the time of the completion of that work lies a long way ahead, and if 
this committee could be furnished with the results of an investigation 
of these points, so far as they have been conducted by the Interstate 
Commerce Commission and the valuation division, it would give 
tremendous information to the committee and to the American 
people. 

The Chairman. The committee wishes to thank you and the other 
proponents of your plan for the ability which you nave shown in its 
presentation. 

Mr. Plumb. Thank you. 
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